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INTRODUCTION 


HE purpose of this article is to pre- 
yp yon a summary of a recently com- 
pleted comprehensive analysis of income 
and expenditures which were subdivided 
into multiple income and population 
segments and expenditure levels. 

This work is based on the idea that, 
for certain marketing purposes, conven- 
tional statements of Total Income Pay- 
ments to Individuals or of Disposable 
Income have serious limitations. This 
basic point of view has also been ably 
expounded in recent years by Arno H. 
Johnson. ! 


* Arthur Longini, Director of Research, Joseph White 
and Associates, directed the preparation of the statisti- 
cal analysis of the major study, on which this article is 
based. 

1“Market Potentials, 1948,” Harvard Business Re- 
view, January 1948. 


The complete analysis from which this 
material is abstracted, however, is de- 
veloped in different and greater detail 
and by other methods. From the market- 
ing point of view, it seems useful to con- 
sider that national income is made up of 
layers of available purchasing power. 
Market opportunities for particular types 
of commodities appear to be closely af- 
fected by the specific layers or residual 
balances of purchasing power within 
which such expenditures fall. Often this 
seems of more influence than the size of 
the aggregate income in any given year. 

This is particularly true in periods of 
sharp changes such as have occurred dur- 
ing the past ten years. The changes in 
taxes, in the balance between agricul- 
tural and urban income, and sharp vari- 
ations in the cost of living and the gen- 
eral price level, create substantial and 
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fluctuating differences in the purchas- 
ing power available for various commodi- 
ties and among various segments of the 
population. 

This is another way of saying that the 
direction of a particular dollar going 
into the stream of purchasing power is 
dependent on how many dollars have al- 
ready been peeled off the same bankroll 
for previous purposes, how many dollars 
remain on that roll, and the relative 
status of that roll, in its residual form, in 
relation to all other bankrolls in theirs. 

There is a kind of “‘2-way stretch” in 
the elasticity of demand for commodities. 
The horizontal stretch is related to the 
nature of the commodity itself, while 
the vertical stretch may be said to be 
related to the particular residual layer 
of purchasing power out of which such 
demand is satisfied. 


Tue Mutti-Leve., Mutti-SEGMENT 
ConceEPT 


The original study from which the sta- 
tistical data for this article were taken? 
subdivided the eight levels of discretion- 
ary spending power (Table I) as follows: 


1. Non-Farm Families, subdivided into six 
classifications, by gross income brackets 
in current dollars. 

2. Non-Farm Families, subdivided, in 
1946 dollars for all years, into “balance 
brackets.” These were brackets based 
on the per-unit size of the balance, not 
the original income. 

3. Farm Families, not subdivided by clas- 
sification. 


This is the type of subdivision of the 
market’s purchasing power that this 
article advocates as a market analytical 
tool. 

For purposes of simplicity in present- 


* Unpublished study—a revision of “The Mechanics 
of Mass Consumption, Case History #2”—privately is- 
sued in May 1947, by Joseph White and Associates. 


ing this basic idea, however, in this arti- 
cle the statistical data on distribution of 
income by recipients is confined to four 
subdivisions, as follows: 


All Non-Farm Families 

All Non-Farm Families with Savings 

All Farm Families 

All Consumer Units, Farm and Nonfarm. 


For each of these broad segments of 
the population, we start off with the ag- 
gregate of the gross income which that 
group has received in any given year. 
From that point, we start peeling off to 
arrive at the multiple levels of discretion- 
ary spending power. 

The sequence in which the stripping 
takes place is related to the relative sen- 
sitivity of the expenditure to changes in 
income. Those items which have a high 
priority—the essentials which must come 
out before other expenditures are 
made—are removed first. As an indica- 
tion of the difference in sensitivity to in- 
come changes for various broad com- 
modities, note the following, computed 
from data in the Consumer Purchases 


Study 33 





Percentage Change in Expen- 
diture for Each 1o Per 
Cent Change in Income 


a are eee 2.22 
Rent, for Renters.............. 4-97 
Food, Away from Home........ 7.18 
Household Operation (except 
a eee 7.27 


Housing Cost, for Home Owners . 10.00 
Men’s, Women’s and Children’s 


Staple Clothing.............. 4.50to 7 
Men’s and Women’s Coats, Suits 

| Se 10.50 to 13 
Household Furnishings......... 9.89 
Personal Auto Transportation... 11.56 
EE a eee 15.53 
Domestic Servants............. 18.68 


3 From “How Will Changing Price and Income Levels 
Affect You?”’—Joseph H. White in Sales Management, 
July 15, 1947. This, in turn was based on correlations 
computed from data in the Study of Consumer Purchases 
—Family Expenditures in Selected Cities, 1935-36, Vol. 
III, Clothing and Personal Care, Bulletin #648, BLS, 
1941, and Family Spending and Savings in Wartime, Bul- 
letin #822, BLS, 1945. 
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Tas_e I.—DeErFinirIons OF THE STAGES OF DISCRETIONARY SPENDING Power As USED IN THE TABLES 








Level of 
Spending Power or 
Balance Number 

(Key to Tables) 


Descriptive Designation 








| Items Deducted from the Previous Balance 
to Arrive at the 
Designated Balance 








A. By Residual Discretionary Spending (or Saving) Power Balances 





I Gross Personal Income 

II Total (Disposable Income) 
Ill Primary Level 
IV Sub-Primary Level 

V Secondary Level 
VI Deferred (SAVINGS) 





None 

Income Taxes 

Food, Housing, Household Operation 

Automobile Purchase and Upkeep 

Clothing, Home Furnishings, Appliances 

All Other Expenditures for Goods and Services 
Not Designated Above.* 








B. By Residual Discretionary Expenditure Balances 





Vill | Secondary Expenditure Level 


Sub-Primary Expenditure Level 


Level IV, less SAVINGS 
Level V, less SAVINGS, or the amount devoted 
to all expenditures not specifically deducted.* 


| 
| 
| 





* Includes Alcoholic Beverages, Domestic Servants, Amusements, Education, Medical and Personal Care, Vaca- 


tions, Travel, Donations, Hobbies, etc. 


It will thus be noted that there is an 
extremely broad range of sensitivity of 
amounts taken to income, or “income 
elasticity’’ depending on the commodity 
or even the subdivision within the 
commodity. 


ROLE OF SAVINGS 


An item not enumerated above, Sav- 
ings, appears to have the highest rate of 
expansion and contraction in relation to 
income changes of any avenue of income 
disposition. Its priority rank in the peel- 
ing-off process, however, can be inter- 
preted in several different ways. 

It is customary to think of savings as 
the final residue after all expenditures. 
This concept is not exactly correct be- 
cause many forms of savings have a 
much higher priority on income than 
many expenditure items and materially 
affect the residues available and, conse- 
quently, the volume of all other expen- 
ditures. Large numbers of families have 
fixed commitments, or a “savings over- 
head,” in the form of insurance pre- 
miums, mortgage payments and other 


obligations which reduce the residual 
levels of income at a very early stage. 
At the same time, a certain amount of 
savings is the genuine result of having 
an unspent surplus after ordinary or 
habitual expenditures have been made. 

Because of the tendency for savings 
to accumulate at a very rapid rate, once 
incomes pass in some degree beyond sub- 
sistence requirements, the size of the dis- 
cretionary balances at various stages are 
most significantly altered when viewed 
inclusive or exclusive of the amounts 
going into savings. 

For this reason, in the material pre- 
sented here, the residual aggregates of 
income are shown at certain stages, both 
inclusive and exclusive of savings. 


THE STAGES SELECTED 


Table I shows the manner in which 
the eight levels of discretionary spending 
power used in this study have been com- 
puted. As will be noted, they follow 
rather closely in order of sensitivity to 
income changes noted earlier, except 
that |_‘automobile , expenditures are 
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jumped ahead of clothing expenditures. 
This is done, at the present time, because 
of the unique position of the deferred de- 
mand for automobiles, and is properly 
reflective of the present priority position 
of such expenditures. 

As will be noted, the “‘peeling-off”’ is 
largely concerned with the broad essen- 
tial classes of expenditures. 

Level VIII represents, in one lump, the 
amount devoted to “All Other Expendi- 
tures” and consists largely of items 
which have a very high sensitivity to in- 
come change. 

It should be pointed out again that 
even in the highly inelastic food classifi- 
cation, some kinds of food expenditures 
are just as volatile as those for the most 
sensitive miscellaneous items. Fancy 
foods such as caviar, off-season fresh 
fruits, canned delicacies and the like, are 
extreme examples. The same internal 
segmentation is true in clothing and home 
furnishing expenditures. 


THE “Luxury” INDEx 
Therefore, Level VIII can be viewed 


as something of an “Index”’ for all sen- 
sitive items. When the trend at Level 
VIII is downward, it means that sales of 
the luxury segment of staple lines, as 
well as those whole commodity classes 
which are more dispensable, are likely 
to suffer. Analysis of residual levels in 
discretionary spending power is there- 
fore of particular importance to mar- 
keters concerned with the more volatile 
types of items. As will be shown, these 
secondary levels of discretionary spend- 
ing power may expand more slowly than 
total income, and decline more rapidly. 
At the same time, the goods and services 
largely supported by this level of dis- 
cretionary spending power are those 
which react most sensitively to any in- 
come changes. 


Errect or ““AVERAGE”’ INCOME 


An important influence in the specific 
effect of changes in the amounts of avail- 
able discretionary spending. power is the 
change of “average income”’ distribution 
which is also taking place. If the popu- 
lation, in a period of increasing income, 
is moving from a very low average lev el 
to a moderate average level, highly 
staple items will be stimulated more 
than volatile luxury items. That is be- 
cause, at the stage in the income scale 
which is being most increased, these or- 
dinarily staple expenditures have a very 
high, but temporary rate of elasticity— 
a sort of “vibration point.” As a family 
receives more money, certain limited 
needs are extremely urgent, and are sat- 
isfied at a far more rapid rate than the 
increase in expenditure. This peak passes 
early, however, and if income continues 
to rise, those items settle down to a sta- 
ple level, and new items enter the sensi- 
tive area. 

For instance, a privately issued study 
of purchasing habits for men’s clothing‘ 
reveals that, prewar, at $1,000 annual 
income, a 10 per cent increase in income 
would produce a 12 per cent increase in 
expenditure for suits and coats. At 
$1,700 annual income, however, a 10 per 
cent increase in income would produce a 
26 per cent increase in expenditure for 
these items. This was the peak. At 
$3,000, a 10 per cent increase in income 
would produce only a 10 per cent in- 
crease in expenditure, and at $5,000, 10 
per cent more income would produce 
only 8 per cent more expenditure for 
this type of clothing. 

Therefore, an extremely important 
factor in estimating the effects of changes 
in aggregate income and in the various 

4 “The Mechanics of Mass Consumption, Case His- 
tory #1—The Men’s Clothing Industry 1929-1945,” a 


privately circulated (1946) study by Joseph White and 
Associates, 
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levels of discretionary spending power 
on the demand for specific items is the 
pattern of income distribution prevailing 
at the time. 

If the 10 per cent increase occurs so 
as to change the population, speaking 
oversimply, from $1,500 to $1,700 per 
annum, certain types of clothing expen- 
ditures, for instance, will be extraordi- 
narily stimulated. However, if this same 
10 per cent increase occurs when the pop- 
ulation as a whole has passed that par- 
ticular peak, it will stimulate some other 
commodities to a much greater degree. 
Since, on a real purchasing power basis, 
large segments of the population, even 
under today’s conditions, have not yet 
passed these early accelerated demand 
peaks for food and clothing, suppliers in 
those markets can look for fairly direct 
correlations in their demand to modest, 
general income movements. 


VALUE OF PROJECTIONS 


Thus, changes in income and income 
prospects—or, conversely, price levels— 
which, in effect, change the consumer’s 
income in relation to the product, will 
have diverse and more than proportion- 
ate effects on many kinds of demand. 
Therefore, it appears useful to attempt 
to indicate the possible future trends of 
such changes in terms of their effects on 
each level of discretionary spending 
power. Such data may yield some fore- 
knowledge of the concealed implications, 
implicit in possible future general de- 
velopments for particular lines of enter- 
prise. For this reason, the information 
presented in this article includes two 
projections, not predictions, indicating 
possible future directions for the year 
1948. These are designated 1948-X and 
1948-Y, and the premises on which they 
are based are explained below.® 


5 7948-X is designed to show the effects of deflation- 
ary developments, 7948-X is based on some falling-off in 


Basic STATISTICAL ANALYSIS 


The basic statistical material of this 
article is presented in Table II and III 
These present identical information. 
Table II is in terms of current dollars for 
each of the years analysed. Table III 
converts all of these dollars figures to a 
1946 basis for comparibility of the real 
changes in purchasing power. 

The eight levels described in Table I 
are shown in terms of the aggregate in- 
come accruing to each of the designated 
population segments. In addition, the 
percentage of change from period to pe- 
riod is shown for each discretionary 
spending power level. (Table V shows 
changes in the number of consumer units 
during the same period.) 

The significance of these data is not so 
much in the size of the aggregates, as 
such, but in the rates of change. As may 
be noted from an inspection of the per- 
centages, and from Chart I, these rates 
of change differ quite markedly. 

These differences occur from residual 
level to residual level in the same year, 
in the shift of the general levels from 
year-to-year. All the patterns have con- 
siderable diversity, but the rates of 
change in the amounts of income accru- 
ing between the farm and non-farm pop- 
ulation vary, of course, in a most sub- 
stantial manner. 





employment, a greater propensity to save rather than 
spend, a considerable appearance of unemployment, a 
20 per cent decrease in agricultural income, decrease in 
business profits of 18 per cent, a limited wage increase, 
FRB Durable Goods Index 226 versus 4th quarter of 
225; and Non-Durable 165 versus 4th quarter of 176. 
Moderate income tax reductions including community 
property. Exports about equal to 1947. Federal expen- 
ditures off 5 per cent. Food prices off 10 per cent from 
1947. 

1948-Y. Projection of fourth quarterly rate of employ- 
ment and industrial activity, with same tax reduction as 
1948-X. 1948-Y shows a maintenance of many current 
inflationary forces, understated, however, in the light 
of recent actual developments. 





Taste IJ.—Tue Fiow or DiscreTIONARY SPENDING Power 1n CurrENT Do.iars 
(In Billions of Dollars) 































































































































































































_ - Per Cent of Change from 
yi ears = 
Riteael 1939 | 1941 | 1945 | 198 1947 | 1947 
par : to to 0 to to . to 
1939 | 1941 | 1945 | 1946 | 1947 | 1948-X | -948-Y| 1941 1945 1946 1947 | 1948-X | 1948- 
Att Consumer Units 
A. By Residual Spending (or Saving) Power Baiance 
I |$72.5 |$94.8 |$165.7 |$175.8 |$197.2 |$189.5 $201.6 | 30.8%] 74.8%] 6.1%] 12.2%/— 3.9%} 2.2% 
II 70.1 | gt.§ | 144.8 | 157.0 | 175.6 | 171.4 | 182.7 I] 30.5 58.3 8.4 2.5 i 8.4 4.0 
III | 41.7 | 57-7 | 94-7] 97-8 | 106.7 | 106.4 112.6 | 38.4 64.1 4,2 9.1 |— .3 e.6 
IV | 36.7] 50.9] 91.4] 90.2] 93.3] 91.0] 96.6 | 38.7 79.6 |— 1.3 3-4 |— 2.5 4.5 
V | 24.1 | 34.6] 66.9 | 58.6] 55.7] 54.9] 56.6 || 43.6 93-4 |—12-4 |— 4.9 |— 1.3 | 1.6 
VI a.9 9.8 29.0 14.8 52.6 12.5 10.7 } 263.0 897.§ [49.0 [23.3 | 8.7 |—.7.0 
B. By Residual Expenditure Balances 
VII | 34.0 | 41.1 | 62.4] 75.4 | 81.8 | 78.5 | 85.9 | 20.9 51.8 20.8 8.5 |- 4.0 | 5.0 
VIII | 21.4 | 24.8 | 37.9 | 43-8 | 44.2] 42.4] 45.9 | 15.9 52.8 15.6 0.9 |— 4.1 | 3-8 
Att Nonrarm Consumer Units 
A. By Residual Spending (or Savings) Power Balance 
| | | 
I | 66.2 | 85.6 | 148.5 | 156.5 | 174.3 | 171.0 | 181.1 | 29.3 73.5 5-4 1.4 |— 1.9 | 3-9 
II | 64.3 | 82.8 | 128.7 | 139.0 | 154.1 | 153.9 | 163.3 28.8 55.4 8.0 10.7 I— .«1 | 6.0 
III | 38.3 | §2.1 | 82.6 | 84.8] 91.9] 95.2] 99.7 36.0 58.5 2.7 8.4 s6 | 48.4 
IV_ | 33-5 | 45-5 | 79-5 | 77-4] 78.9 | 80.1 84.1 35.8 14.9 |= 2.6 1.9 rg | 64 
V 21.6 | 30.3 57-5 48.8 45.0 47-0 | 47-4 |] 40.3 9.8 [55.8 i— 7.8 bel ..3 
VI 3.0} 7.6} 24.0 9.2 6.5 8.8 6.4 | 280.0 | 189.5 |—58.2 |—29.3 35-4 |— 1.5 
B. By Residual Expenditure Balances 
wae | $8.6 137-01 $7-5 | 6.2) 72.41 78.31 77-7 | 20.3 St.7 18.6 SS 8.4 | 23 
VIII | 19.6 | 22.7] 35.5] 39-6| 38.5 | 38.2 | 41.0 ! 15.8 56.4 11.6 |— 2.8 |—0.8 | 6.5 
Att Farm Consumer Units 
A. By Residual Spending (or Saving) Power Balance 
I 6.31 9.2] 17.2] 19.3] 22.9] 18.§]| 20.6 | 46.0 87.0 23.9 18.7 \—19.2 |—10.5 
II 5.8 8.7 15.1 18.0 | 21.5 t7.6 19.4 || 50.0 85.1 11.8 19.4 |—18.6 |- 9.8 
Ill S41 4.54 8] 23.0} 14.8 11.2 | 12.9 61.8 | 121.8 6.6 19.8 i—24.3 [~12.8 
IV 2.31 §.4] 99.3 12.8 | 14.4] 10.9] 12.5 | 63.6 | 124.1 5.8 12.5 |—24.3 |—13.2 
V 2.81 4.2 9.6 9.8 10.7 7-9 9-2 || 50.0 | 128.6 3.1 9.2 |—26.2 |—14.0 
VI 1.0) 2.2 7.0 5.6 5.0 | 2.4 | 4-3 || 110.0 | 233.3 |—20.0 —10.7 |-26.0 | 14.0 
B. By Residual Expenditure Balances 
| | 
VII 2.5 er §.1 7.2 9.4 7.2 8.2 || 32.0 54.5 42.2 30.6 |—23.4 |—12.8 
VII 1.8] 2.1 2.6 4.2 $-7 | 4-2 4-9 | 16.7 23.8 61.5 35-7 26.3 |—14.0 
Att NonrarmM ConsuMer UNITs witH SAVINGS 
A. By Residual Spending (or Saving) Power Balance 
| 
| 1941 to 1946 
b 1 $6@.0 | 76.4 — 139.0 | 157.9 | 153.7 — |i 39.6 84.4 13.6 |— 2.7 — 
II | 52.3) 72.7} — 122.2 | 138.5 | 137.2] — || 39.0 68.1 13.3 |I- .@ | — 
III | 32.4 | 47-5 _— 76.4 | 84.5 | 86.8 — || 46.6 60.8 10.6 2.7 — 
IV | 28.3 | 41.6 — 69.7 | 72.5] 73.0 —_ | 47.0 67.5 4.0 1.0 ~- 
V | 18.1 | 28.0 _ 44.1 | 41.6] 43.0 — 54-7 57-5 - 2.9 3-4 — 
VI 3.3 8.2 _ 9.6 7.3 9.4 — | 256.5 a —24.0 28.8 —_ 
B. By Residual Expenditure Balances 
VII | 26.0 | 33.3 _ 60.1 | 65.2 | 63.6 a Owe 80.5 8.5 a 2.5 — 
Vill 15.8 | 19.8 — 34-5 | 34-3] 33-6 — | 25.3 74.2 -— 6 \- 2.0 — 






































Sources: Based on Survey of Current Business, July, 1947 et seq., Correlations with estimates for 1948-X and -Y by Joseph 


White and Associates. 











Taste II].—Tue Fiow or Discretionary Spenpinc Power ADJusTED IN ALL 


Years TO 1946 Do.tars 
(In Billions of Dollars) 














































































































Level | 
or Years Per Cent of Change from 
Bal- 
ance | 1939 1941 1945 1946 1947 1947 
Num-| l to to to to to to 
ber | 1939 | 194t | 1945 | 1946 | 1947 | 7948-X| 1948-Y || 19497 | 1945 | 1946 | 1947 | 1948-X | 1948-Y 
Aut Consumer Units 
A. By Residual Spending (or Saving) Power Balance 
] | | _ | aa | 
I |$102.9 |$128.8 \$179.5 $175.8 Isi75.2 $167.2 $173.1 i] 25.2%| 39-4%|\— 2.1%|— 3%|— 4.6 |— 1.2% 
II 99-5 124.3 | 156.9 | 157.0 | 156.1 | 151.3 | 156.9 | 24.9 26.2 I |= .6 |- 2.9 | Sj 
Ill 59-4 | 79.4] I01.5 97.8 95.6 go.I 95-1 || 33-7 27.8 i 36 | 3.8 [> 5.8 i 4.5 
IV | 51.8) 69.9] 97-3] 90.2 | 82.7] 77.0] 81.5 || 34-9 6.3 I~ 7.3. I $4 1° 64 T t.5 
V | 31.7 | 45-4 | 70.5 | §8.6| 50.1 | 47.9] 48.9 || 43.2 $5.3 |—16.9 |—14.5 4:4 |— 2.4 
VI | 3-8 | 13.2] 31.4] 14.8 | 10.3 | 11.1 9-2 || 247-4 | 137-9 |—$2-9 |-30 4 7-8 |—10.7 
B. By Residual Expenditure Balances 
} | ) | j 
VII | 48.0 $6.7 | 65.9] 75.4] 72.4] 66.0] 72.3 .2 | 26.8 54.4 [~ 4.0 |— 8.8 .J— 3.3 
VIII 27.9 | 4.4 39-1 | 43.8 39-8 36.8 39-7 15.4 $3.4 | 12.0 |- 9.1 * 7. ‘ 3 
Att Nonrarm Consumer Units 
A. By Residual Spending (or Saving) Power Balance 
| } } i _— 7 
I 94.1 | 116.4 | 160.9 | 156.5 | 154.6 | 150.8 155.3 || 23.7 38.2 |— 2.7 |— 1.2 |— 2.5 o§ 
II 91.4 | 112.6 | 139-5 | 139-0 136.8 135.8 | 140.0 23.2 23-9 |— 0.3 |[—- 2.3 I- .7 2.3 
III | 54.7 | 71-9 | 88.3 | 84.8 2.3] 80.5 84.0 at 4 22.8 |— 4.0 |— 2.9 |j— 2.2 2.1 
IV | 47.2] 62.6] 84.2 | 77-4 | 69.7 | 67.7 70.8 32.6 | 34-5 I 8.1 |— 9:9 |— 2.9 1.6 
Vi 28.3] 39.9 | 60.2 | 48.8 | 40.4] 41.0] 40.9 || 41.0 | 50.9 \—18.9 |—17.2 | 1.5 1.2 
we) 3.9 10.4 | 23.8 9.2 5.8 | 7.8 | 5-5 || 285.2 128.8 | 61.3 37.0 | 36% \— 5-2 
B. By Residual Expenditure Balances 
Vil 44.5 2.2 | 60.4 | 68.2 | 63.9 | 60.0 §-3 ] 17.3 | 4.7 | 12.9 i 6.3 im 6.3 2.2 
VIII | 25.6 29.5 | 36.4 | 39.6 | 34.6 | 33.2 4 | 15.2 23.4 | 8.8 |—12.6 - 4.0 2.3 
Att Farm Consumer Units 
A. By Residual Spending (or Saving) Power Balance 
I | 8.8] 12. | 18.6 19.3 | 20.6 | 16.4 17.8 40.9 | 50.0 3.8 | 6.7 |—20.4 ~13.6 
II | 8.1 | 11.7 | 17-4] 18.0 9-3 | 15.5 | 16.9 || 44.4 | 48.7 3-4 | 7:2 |-19.9 \—12.4 
III | 4.7 7-5 | 13-1 | 13.0 13.4 | 9.6 11.1 9-6 | 74.7 |—- .8 3:0 |—29.4 |—17.2 
IV| 4.6] 7.3] 13.0] 12.8 13.0 | 9.3] 10.7 8.7 | 78.1 |— 1.5 1.6 |—28.§ |—17.7 
V 2.9 §.5 | 10.6 | 9.8 9:7| 6.9 8.0 || 66.7 | 92.7 |- 7.5 |— 1.0 |—28.9 |—17.5 
VI | io) 2.9). 744 $8 4-5 | 3.3 3-7 || 190.0 162.1 |—26.3 |—19.6 —26.7 |—17.8 
B. By Residual Expenditure Balances 
, | ] l 
VII | 3-5 | .4 §.4| 7.2 | 8.5 6.0 | 7.0 | 25.7 | 22.7 33-3 | 18.1 \—29-4 |—17.6 
VIE | 2.3] 2.6 3-0 | 4.2 5-2 | 3-6 | 4.3 59.0 | 15.4 40.0 | 23.8 \—3° 8 I-17.3 
Att Nonfarm Consumer Units witn Savincs 
A. By Residual Spending (or Saving) Power Balance 
| | | 1941 to 1946 
| 
I | 76.7 | 102.2 | — | 139-0 | 140.2 | 135.4 _— | 3.3 36.0 [oe F 3 — 
II | 74.2] 98.6] — 122.2 | 123.0 | 120.9| — || 32.9 23-9 1.0 |— 1.7 | _- 
III | 46.3 | 65.3 _ 76.4 | 75.6| 73.4 _ | 41.0 17.0 —1.0 |I- 2.9 | — 
IV} 40.0] $7.0] — 69.7 | 64.1 | 61.8 — || 42.5 22.3 — 8.0 |— 3.6 _ 
Vi 23.9 36.7); — 44.1 27.3 37.§ — | 53.6 20.2 “56.4 5 — 
wht 64.4 | 11.2 | — | 9.6 | ° 6.5 8.3 | — || 250.0 —14.3 —32.3 | 27.7 | = 
B. By Residual Expenditure Balances 
VII | 36.8 45. — | 6. 57-6 | 53-5 — ] 24.5 31.2 \— 4.2 |— 7.1 — 
VIII | 20.7 25.5 — | 34-5 | 30.8 | 29.2 -— } $3.2 35-3 \—10.7 ~- £9 | — 


























Sources: Based on Survey of Current Business, July 1947 et seq., Correlations with estimates for 1948-X and 1948-Y by 
Joseph White and Associates, 
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SUMMARY ANALYSIS OF 
Rates or CHANGE 


The following summary may serve to 
highlight some of the more obvious 
contrasts: 


Year-to-Year Changes 


1. From the four sets of year-to-year 
historical shifts for which comparisons 
are made, two seem to fall into one 
pattern, and two into another. The 
shifts for 1939-41 and for 1941-46, 
measured for all consumer units, 
started with high percentages of in- 
crease at Stages I and II, with mark- 
edly increasing rates of expansion for 
Stages III, IV and V. Stages VII and 
Vill expanded at a much lesser rate, 
due to the extreme percentages of in- 
crease in the savings component. 


2. The 1945-46 and the 1946-47 changes, 
however, exhibit a reverse pattern. 
Stages I and II start out with small 
initial rates of expansion. This rate of 
expansion declines _ progressively 
through Stages III, IV and V. Savings, 
Stage VI, exhibits a cumulative degree 
of decline. Levels VII and VIII show 
sharp rates of expansion. Furthermore, 
these rates of expansion are in inverse 
relationship to the original rates of 
change in Levels I and II. 


This same kind of inverse or reverse 
relationship appears to hold when dif- 
ferences between non-farm and farm 
consumer spending power aggregates 
are compared. Obviously, this occurs 
because of the extreme rates of expan- 
sion and contraction in the savings 
component. When the original income 
expansion passes a certain point, large 
portions of it accrue to savings, at the 
expense of the expenditures far down 
the priority line. By contrast, when 
gross income expansion occurs in mod- 
erate amounts, and with rising prices, 
a large share of the gain goes into ex- 
penditures and stays out of the savings 
channel altogether. 


3. Rates of change are influenced by the 


proportions of the population which 
are near the break-even point. Expan- 
sions in income channeled into groups 
below those whose members can save 
go into expenditures. To the extent 
that the prevailing income distribu- 
tion accrues increases to those already 
in the savings group, savings acceler- 
ate. Thus, in the projection for 1948- 
X, there is an indicated increase in 
savings due to the anticipated reduc- 
tion in income taxes which will have 
important benefits to those segments 
of the population well beyond the 
break-even point. 


Constant Dollar Changes 


Analysing these same changes _be- 
tween the years in terms of 1946 dol- 
lars instead of current dollars, shows 
that the same general trends exist. The 
degree of change and the extent of dif- 
ference between the years, however, is 
not so great. 


On the equivalent dollar basis, it is 
clear that in 1946, the real purchasing 
power, at the secondary discretionary 
levels, began an absolute decrease 
from previous periods, as compared 
with apparent small increases when 
measured in current dollars. For Non- 
Farm units with Savings, Level VIII is 
shrinking close to prewar purchasing 
power. 


The savings factor in the 1941-45 pe- 
riod was, of course, accentuated by 
the lack of availability of wanted 
goods in 1945. Over and beyond this, 
however, Table IV shows that the 
amount of Savings is very closely re- 
lated to the size of Level V. Despite 
sharp drops in aggregate savings 
since 1945, the percentage going into 
savings out of the total residue at 
Level V is still greater for all non-farm 
families than it was in 1939, and ap- 
pears likely to continue at such levels. 
The farm proportion of savings out of 
the residue in farm income at Level V 
is more than twice as large as the non- 
farm. 
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Tas_e IV.—ProportIons OF THE SECONDARY 
LevEL or DiscrRETIONARY SPENDING PowER 
Go1nc 1InTO ExPENDITURES AND SAVINGS 























Percentage of Level V Which is Saved by 
Specified Consumer Units 

Year All Nonfarm 

All ‘ with Farm 
Nonfarm Savi 
avings 
Per cent | Percent | Percent | Per cent 

1939 11.2 9-3 3:7 35.8 
1941 28.4 25.0 29.0 50.0 
1945 42.5 38.1 — 63.0 
1946 as.1 | 18.7 21.7 s7.8 
1947 20.6 | 14.6 17.5 46.5 
1948-X 22.8 13.7 | 22.8 47.0 
1948-Y 19.0 | 13.5 | — 47.0 








Farm/Non-Farm Comparisons 


7. When comparisons are made between 
the rates of change at the non-farm 
levels and the farm levels, certain con- 
trasts are very sharp. Since farm in- 
come has fluctuated in total over a 
wider range than non-farm, those 
trends in which the two groups paral- 
lel each other are generally more ac- 
cented, either up or down in the farm 
group. 


8. The farm pattern between Stages I 
and II differs from the non-farm, be- 
cause the incidence of income taxation 
falls proportionately far more lightly 
on the farmer than on the non-farmer. 
The farmer’s contribution to his own 
food supply likewise boosts the rates 
of change between Levels II and III 
for the farmer compared with the non- 
farmer. Going from Level VII to 
Level VIII, the farm behavior has 
been exactly the opposite of the non- 
farm behavior. 


g. Only in the period 1941-45 was the rate 
of increase in non-farm expenditures 
at Level VIII greater than the rate of 
increase at Level VII. In other words, 
in each period, prior expenditures al- 
ways increased faster, particularly in 
recent years, when the expenditures 
have gone into clothing and the home. 


Farm consumer units, by contrast, 
have shown the greatest expansion at 
Level VIII in the past few periods, 
even though the farmer puts most of 
his spare margin into savings. What 
he does spend has gone more freely 
into items other than apparel and 
home furnishings. 


10. The record level of farm prosperity, 
and the relatively deteriorated posi- 
tion of the non-farm consumer is, of 
course, clearly indicated in these fig- 
ures. 

CoNncLUSION 


For the purpose of analysing the 
changes in the shifting size and compo- 
sition of markets for individual commod- 
ities, a considerably more detailed analy- 
sis of available or probable purchasing 
power than is afforded by total income 
payments or total disposable income can 
be used effectively. 

Such a breakdown can stratify layers 
of spending power well below the first 
layer beyond disposable income, which 
peels off the prime essentials of food and 
shelter. The purpose of this additional 
stratification, which is beyond that pre- 
viously made general, is that it enables 
the analyst to correlate the particular 
commodity in whose market he is inter- 
ested, with the most appropriate strata 
of purchasing power to determine its 
present and prospective size. 

The rates of change, and even the ex- 
tent of change in the various strata de- 
scribed, differ quite markedly from the 
rate of change for Total Income Pay- 
ments to Individuals or Disposable In- 
come. These differentiations are broken 
down in this article only to eight levels 
and four consumer segments. The same 
eight levels, or possibly more, can be de- 
termined for even smaller subdivisions 
of the population, such as the residual 
income which will accrue to consumers 
subdivided into a number of gross in- 
come classifications. 
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Tas_e V.—Suirts In THE NuMBER OF ConsuMER UNITS 
(Families and Single Individuals) 





Population Group 














1939 1941 1946 1947 1948-X 
In Thousands of Consumer Units 
Non-Farm | 
Deficit Group 13,992 11,593 | 10,892 10,212 11,570 
Surplus Group | 16,054 20,208 24,872 26,035 25,166 
Total 30,046 31,801 35,764 36,247 | 36,736 
Farm 7,263 7,148 6,704 6,953 » 7,202 
Grand Total 37,309 38,949 42,468 43,200 43,938 
In Per Cent of Total Consumer Units 
Non-Farm Per Cent Per Cent Per Cent Per Cent Per Cent 
Deficit Group 37.50 29.77 25.64 23.64 26.33 
Surplus Group 43.03 51.88 58.57 60.27 57.28 
Total 80.53 81.65 84.21 83.91 83.61 
Farm 19.47 18.35 15.79 16.09 16.39 
Grand Total 100.00 100.00 100.00 100.00 100.00 
Changes in the amount of purchasing By applying the methods used here to 


power at Level VIII accruing to con- estimates of future aggregate gross in- 
sumers in the income group “$7,500 and _ come, prices and taxes, it is possible to 
up”, for instance, would be a prime de- project the effects of stipulated future 
terminant in the size of the market for conditions on the eight residual spending 
higher priced merchandise. Conversely, power balances. By making a set of fa- 
changes in the lowest income classifica- vorable and asset of unfavorable stipula- 
tions would make considerable difference tions, it is possible to indicate the pos- 
in the market possibilities for low-end _ sible range of change likely at the several 
goods. levels. 

The diversity of rates of change in the With such indicated change trends for 
various levels of purchasing power are guidance, it is possible to plan market- 
intimately related to the relative sensi- ing, pricing and advertising strategy in 
tivity to changes in income or price, line with the possibilities of a shrinking 
characteristic of individual commodities. or expanding pool of purchasing power 
Each residual level of discretionary pur- out of which the specific commodity will 
chasing power is the result of the expen- __ be likely to be bought. 
diture options already exercised for While all commodities are, to a degree 
items of a higher priority. The intensity inter-competitive, profitable and eco- 
of these priorities varies, depending on nomical sales are more likely to be made 
the average level of income already from the heart rather than the fringes of 
achieved by the segments of the popula- any market. Therefore, realistic apprais- 
tion affected. Consequently, changes in als of changing trends in the pool of pur- 
the size of the residual income levels will chasing power most readily available for 
be influenced by the pattern of income _ the particular products involved is more 
distribution prevailing. likely to yield profitable results. 








OUR CHANGING CHANNELS 
OF DISTRIBUTION* 


VICTOR LEBOW 
Chester H. Roth Co., Inc. 


INTRODUCTION 


HE commodities and services we pro- 

duce and consume flow through pipe- 
lines which there is taking place a pro- 
cess of violent change. But our data are 
incomplete, and marketing as a science 
is as yet unable fully to explain the 
movements we observe. Perhaps it will 
help pose the problem more effectively 
if we take an analogy from a more exact 
science. When a liquid or gas is forced 
through a tube under increasing pres- 
sure, a point is reached at which the flow 
changes in character. Eddies begin to 
disturb the smooth slipstream. An agi- 
tation sets in at right angles to the di- 
rection of the flow. These stresses can 
become dangerous and burst the pipe. 
Given the diameter of the tube, the vis- 
cosity of the liquid, the temperature, the 
volume, the force and other factors, 
physicists can derive the formula which 
tells them at what pressure these strains 
appear. Quite appropriately, they call 
this “‘turbulence”’ 

The channels of distribution, like the 
tube in the experiment, may be better 
or less able to stand these strains, but, 
like the tube, they are only partly re- 
sponsible for the turbulence. Therefore 
it would be both shallow and timid to 
record the changes without inquiring in- 
to their causes and their significance. We 
are concerned not only with Aow the 
channels of distribution are chang- 
ing, but also why. Furthermore, these 
changes must be evaluated in terms of 
the demands of our economy. I shall try 

* This is a revision of a paper given at the national 
convention of the A.M.A. in New York in June, 1947. 
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to project this process into the decade 
1950-1960 based upon the estimates of 
production, productivity, purchasing 
power and consumption in the valuable 
report of The Twentieth Century Fund, 
“America’s Needs and Resources’’, pub- 
lished recently. 


How THE CHANNELS OF DISTRIBUTION 
ARE CHANGING 


Let us examine first the nature of the 
changes in the channels of distribution, 
the “how” of this process. 

(1) A vending machine will today de- 
liver a hot dog, a cold drink, or a blood- 
curdling detective story. Annual sales of 
cigarettes, beverages, candy and gum 
through automatic machines are esti- 
mated at half a billion dollars, and some 
students of this type of merchandising 
predict that in ten years there will be 
three billion dollars a year sold through 
machines and among the commodities in 
automatic devices will be eggs, cream, 
butter, cheese, fresh meats, fish, phono- 
graph records, beer, milk and hundreds 
of other items. A department store will 
sell you a pre-fabricated house, a half- 
pint automobile, or a frozen dinner. In 
a cigar store you can buy an umbrella, 
socks, and shirts, alarm clocks—and 
even cigarettes. 

Super-markets handle glassware, mag- 
azines, toilet goods and cosmetics, Nylon 
stockings and electric toasters. The drug 
stores complain that grocers sell aspir- 
ins, but who took the soda fountain busi- 
ness away from the ice-cream parlors, 
the boxed candy trade away from the 
confectioners, and packaged stationery 
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away from the stationers? Auto acces- 
sory stores sell radios, refrigerators, 
washing machines, sport-jackets, work 
clothes, men’s and boy’s socks, house fur- 
nishings and electrical supplies. Filling 
stations sell coffee makers, razor blades 
and soft drinks. During a recent one-day 
visit in Cincinnati, I was told by the 
Kroger Company that they are today 
America’s No. 1 retailer of cigarettes, 
and by the Dow Drug Co. that they 
have the cotton wash cloth business of 
Cincinnati “‘all sewed up.” Thus, as part 
of this process of change, commodities 
are seeking new channels and distribu- 
tors are reaching out for commodities 
and services they have not handled be- 
fore. 

(2) Today there is an average of one 
wholesale, retail or service establishment 
for every fifty people in the country, a 
combined total of 2,816,500 outlets.! Out 
of the cornucopia which was our war- 
time economy there poured new moun- 
tains of consumer goods which produced 
new records in retail sales. But, the nec- 
essary dislocations forced by our pro- 
duction of tanks and guns and planes, 
closed the doors of half a million busi- 
nesses—most of them distributors.? Now 
the U. S. Chamber of Commerce estimate 
of the number of distribution establish- 
ments in 1947 shows 29 per cent more 
retailers, 50 per cent more wholesalers 
than in 1943, and an overall increase in 
retail, service and wholesale establish- 
ments of 30 per cent—including a 99 per 
cent increase in radio stores, an 81 per 
cent increase in motor vehicle distribu- 
tors. .. . down to a decline of 2 per cent 
in the number of country general stores.* 

In the first 39 years of this century, 


* U.S. Chamber of Commerce Distribution News Let- 
ter No. 4, March 7, 1947. 

* Statistical Abstract of the United States, 1947 ed., p. 
969. 

* Distribution News Letter, op. cit. 


some 16,000,000 businesses opened their 
doors and in the same 39 years, over 
14,000,000 closed up.‘ All but a small 
fraction of these were small businesses 
and all but a tiny percentage were en- 
gaged in distribution. For the past 50 
years only seven out of ten grocers have 
reached their second year and only four 
out of ten reach their fourth year.’ Pres- 
ently a new waveof bankruptcies is rolling 
in on us—but how large in extent or how 
long in duration we cannot yet tell. 

Thus, as part of this process of change, 
the small distributor has a special role. 
Clearly the so-called small business prob- 
lem is actually two distinct problems. 
The struggle of the smaller independent 
manufacturer against the industrial gi- 
ants poses one of the basic political and 
economic conflicts of our time. The 
smaller distributor versus the larger is, 
however, only in part a conflict of the 
strong against the weak. For perhaps two 
million distributors play an ephemeral 
and increasingly parasitic role. They pro- 
vide pipe lines to be filled up when the 
times are lush, and they die from indi- 
gestion when the going gets tough. They 
help cushion the shock of declining de- 
mand but they are either starved or de- 
stroyed in performing this service. And 
now there are new factors which will 
tend to narrow both the area of operation 
and the life span of these perennially 
hopeful ones. 

(3) Take another phase of our chang- 
ing distribution. Here is R. H. Macy & 
Co. reaching out to San Francisco to buy 
O’Connor Moffat Department Store and 
at the same time building branch stores 
in its backyard, so to speak, in Flatbush, 
in Jamaica, up in the Parkchester hous- 
ing development in the Bronx. On the 
one hand Macy’s brings all its stores to- 


4 T.N.E.C. Mono. No. 17, Problems of Small Business, 
p. 66. 
5 Ibid., p. 3. 
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gether into a single buying organization, 
on the other it joins with the May Com- 
pany, the City Stores, and other groups 
and independents to form Affiliated Re- 
tailers, Inc., a specification buying or- 
ganization, with a buying power of close 
to three-quarters of a billion dollars 
worth of goods, to compete with Sears’ 
and Wards’ on “big ticket” hard goods, 
and with the mail-order chains and J. C. 
Penny Co., W. T. Grant Co., and Wool- 
worth’s on shirts and shorts and slips and 
sheets. 

A big resident buying organization, 
the Arkwright Company, absorbs the 
Syndicate-Alliance buying office, and 
combines the purchasing power of a 
couple of hundred independent depart- 
ment stores who can sell around half a 
billion dollars’ worth of merchandise. 
Gamble-Skogmo in Minneapolis, with 
485 company stores and almost 1700 
agency stores acquires the largest single 
block of stock in Western Auto Supply 
Company of Kansas City® which has al- 
most as many company and dealer 
stores. Schiff Shoe buys A. S. Beck. 

Thus we see the development of inte- 
gration in the form of mergers and group 
cooperation, and, at the same time, de- 
centralization in the building of branch 
stores, in the extension of the agency 
store system, and in the regional auton- 
omy program of Sears, Roebuck & Co., 
the world’s largest retailer. 

(4) Next, let us look at some of the 
changes within the distributors. The 
most evident is, of course, the trend to- 
ward self-service with its frequent con- 
comitants: larger floor space, more 
branded merchandise, more retail adver- 
tising to bring in the traffic. In the food 
business, self-service stores represented 
6 per cent of larger independents in 1938, 

6 Gamble-Skogmo has since divested itself of the 


Western Auto (K.C.) stock. But they have bought the 
McLeod chain in Canada, a firm which sells hard goods. 


but 25.5 per cent by 1945. In 1938, 12 
per cent of the sales of larger independ- 
ents were done by self-service stores— 
in 1945, 36.4 per cent of the sales were 
in self-service stores.’ (The inner logic of 
self-service selling has not yet been fully 
explored, but it has a relationship to 
traffic and therefore to income distribu- 
tion which must, in the not too distant 
future, lead to its application on a much 
wider scale than at present when it is 
limited mainly to food stores and a few 
apparel outlets.®) 

Second among the changes within the 
retail distributors is the increase in both 
the variety of goods and the range of 
prices. Take the Marshall Field decision 
to establish its Budget Floor, in the space 
formerly occupied by its Basement, the 
most famous and the largest of all base- 
ment stores. It will be the function of the 
Budget Floor to meet the demand for 
medium and lower price merchandise to 
enable Marshall Field to compete with 
popular price department stores and 
specialty chains. Or, take Woolworth’s, 
Kresge, Grant, which are building larger 
stores in prime locations, enlarging their 
best stores, to carry a greater variety and 
more higher priced goods—$8.75 foun- 
tain pens in Woolworth’s, $133.50 power 
lawn mowers in Grant’s and the like. 
The new policies animating the indus- 
trial or commissary stores, once held in 
odium by miners and steel workers and 
lumberjacks as “company stores’ will 
make these outlets formidable competi- 
tors in their areas. They serve around 
10,000,000 people and are of special in- 
terest to students of marketing for the 
glimpse they offer of the role big industry 
can play in adapting its own purchasing 


7 Progressive Grocer, December 1945. An interesting 
recent development in Los Angeles is a self-serve service 
station. 

8 For information on a clothing supermarket see News- 
week, March 22, 1948, p. 78. 
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techniques to the needs of its employees. 

These changes might today be inter- 
preted as temporary were it not for 
the fact that the trend has been visible 
for almost ten years now. In fact, the 
physical structure of stores is being ac- 
commodated to these changes. Still an- 
other pressure within retailing is the 
higher wage structure which necessitates 
changes in techniques to produce higher 
dollar sales per employee. Thus, retail 
distributors attempt to accommodate 
themselves to the changing buying hab- 
its and the shifting income distribution 
of the consumer and the heightened tem- 
po of consumer goods production. 

(5) Finally a glance at a sector of dis- 
tribution in which the greatest and most 
violent changes are proceeding. A hun- 
dred years ago the dominant factor in 
our economy was the wholesaler. The 
decline in importance of the wholesaler is 
therefore a long term trend indeed. Keep 
in mind that the chain store warehouse 
corresponds in function to the whole- 
saler, but it operates at one-third to one- 
quarter of the cost of the typical inde- 
pendent wholesaler. The aggressive in- 
dependent merchant tends either to buy 
direct or to organize into buying groups, 
or to form wholesale cooperatives, as in 
the drug, food, and apparel trades. In the 
candy business the share sold through 
independent wholesalers dropped from 
60.9 per cent in 1937 to 41.7 per cent in 
1944,° while direct sales to chain stores 
and other larger retailers have risen. The 
New York State Food Merchants Associ- 
ation, Inc., does not actually operate co- 
operative warehouses, but it advises re- 
tail groups. Since October 1942 the New 
York small grocers have organized 22 
such warehouses and have set a goal of 
30. These warehouses stock national 
brands almost entirely, everything is 


* Business Week, March 15, 1947. 


packaged, nothing is handled in bulk, 
and their turnover ranges from 8 to 12 
times a year. 

In the auto supply business, the chain 
warehouse, like that of Western Auto 
or Gamble-Skogmo or Firestone, is the 
wholesaler for the dealer stores. Because 
of the decline of the dry goods whole- 
salers in the Northwest, the Gamble- 
Skogmo Stores, when they began to add 
soft goods, found that many retailers in 
their territory who did not carry auto 
accessories were good customers for their 
soft lines. The Gamble-Skogmo chain 
store and dealer store warehouse thus 
began to act as a dry goods wholesaler. 
The result has been the new Gamble 
experiment with exclusively soft goods 
general merchandise stores, the Skogmo 
Stores, both company and agency out- 
lets. Butler Brothers offers another 
variant. 

Some wholesalers are facing this prob- 
lem realistically by developing new lower 
cost methods of distribution and supply- 
ing their customers with financial, mer- 
chandising and promotional guidance. 
Some are seeking refuge in the distribu- 
tion of price-fixed brands. Some, like the 
Monitor operation in electrical supplies, 
are developing a brand for independent 
dealer distribution. Many however are 
indulging in moralistic discourse upon 
the merits of the free enterprise system 
and upon their role as its pillars. 

As part of this process of change, the 
old-line wholesaler who does not accom- 
modate himself to the new patterns and 
needs of our distribution system, be- 
comes restricted to the service of the 
least efficient retailers. Their decline is 
speeded as they are limited more and 
more to that fringe of retailers a’borning 
and a’dying of whom I spoke earlier. The 
wholesalers may have it in their power 
to affect important changes in our dis- 
tribution system, but they must face the 
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facts of life. Those whose thinking is 
colored by the grandiose expansion of the 
war years have to remind themselves 
that the hundred year decline is not a 
matter of prediction from the entrails of 
a fresh pigeon, but is a long term trend 
in which ever new factors appear with- 
out reversing the main direction. 


Wuy THE CHANNELS OF DISTRIBUTION 
ARE CHANGING 


It is not enough to record the facts of a 
changing world. What is significant, is 
why they change and where they are 
heading. Any study of change is a chal- 
lenge because we are forever giving lip 
service to the concept that everything is 
changing and, at the same time, postu- 
lating our thinking and our actions on the 
assumption that everything is standing 
still. Particularly is this true today. 

All science is the adventure of dis- 
covering the laws of change. To under- 
stand change it is necessary to bring to 
light the conflicts, the contradictions, 
the stresses and struggles which are the 
motive power in the process. 

Since distribution is a function of both 
production and consumption, and so part 
of the life process of society, changes 
within it must be seen in the context of 
our national economy. The channels of 
distribution as they change reflect not 
only conflicts between distributors, 
which is obvious enough, but also the 
impact of deeper forces in our economy. 

Post war distribution must be seen 
against the back drop of the major con- 
flicts in our economy as a whole. These 
are: First, the growth and dominance of 
monopoly and monopolistic practices, 
and the increasing concentration of eco- 
nomic power in the United States, with 
the resulting rigidity of prices, artificial 
limitation of production and brakes upon 
an expanding economy. Secondly and 


counterposed to this trend is the in- 
creased productivity of American in- 
dustry and agriculture, so that, to quote 
the Judge Vinson of 1945, “the American 
people are in the pleasant predicament 
of having to learn to live 50 per cent 
better than they have ever lived be- 
fore.”"!° Third, and in conflict with this 
increase in productivity is the uneven 
distribution of purchasing power, among 
American families (and the even more 
distorted buying power in the countries 
we must sell abroad), always a funda- 
mental contributor to cyclical depression. 

With this background in mind let us 
look at the why of changes in channels of 
distribution: 

(1) One of the fundamental conflicts 
in our economy arises from the contra- 
diction that we have achieved mass 
production in the making of goods but 
neither the spread of purchasing power 
nor the efficiency in distribution to make 
mass distribution a reality. And one of 
the underlying drives in the process of 
change in the channels of distribution is 
this effort to achieve mass distribution. 

Another conflict arises from the effort 
of the distributor to be independent of 
the producer. We have, therefore, on the 
one hand the rise of the chain store and 
the combination of independent stores 
in buying groups and voluntary associa- 
tions. On the other hand, we have the 
smaller store which more and more falls 
into a parasitic relationship to the pro- 
ducer. 

This relationship is reflected in the 
multiplication of outlets, and in the mul- 
tiplicity of lines within each outlet. It is 
no accident that the greatest increase 
among distributors has come in such 
lines as automobiles and filling stations, 
because these are entirely “‘captive”’ 

10 Report of the Director of War Mobilization and 


Reconversion, The Road to Tokyo and Beyond, July |, 
1945. 
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distributors with no independent life ex- 
cept in relation to a single source of 
supply. 

This is a touchy subject, surrounded 
by taboos, this role of the producer in 
the high costs and the duplications of 
retail and wholesale distribution. Be- 
tween { to 3 of the cost of distribution is 
incurred by the producer, according to 
the Twentieth Century Fund study, 
Does Distribution Cost Too Much? Why 
does the drug store carry so many 
thousand different items, dozens and 
even hundreds of brands of face powder, 
lip-stick, tooth-paste, cough syrups, vi- 
tamins, etc? Because the retailer trusts 
to advertising to move the products out 
of his store—and it does. What is really 
involved here is his failure to be selec- 
tive, to choose the minimum number of 
brands in each commodity with which 
he can do the greatest volume, get the 
fastest turn-over, and sell at the lowest 
prices consistent with a fair profit. 

A second factor in the influence of the 
concentration of economic power upon 
distribution is the high cost of adver- 
tising. Out of $3.1 billion worth of adver- 
tising in 1946, over $2,000,000,000 worth 
was spent for national advertising." Ac- 
tually, a shrinking group of large con- 
cerns is doing a steadily increasing share 
of all of the national advertising. This 
tremendous pressure upon the consumer 
tends to limit the degree of independence 
of even the largest retailers and the most 
powerful. Further, the drive to lower 
costs of distribution, resulting in wider 
use of self-service methods, is itself an 
incentive to the stocking of advertised 
brands which are quickly recognized by 
the consumer. Out of these influences 
arise the decision of the Kroger Co., for 
example, to carry and push national 


" Hans Zeisel, “‘1946 Advertising Volume Greatest in 
U.S. History,” Printer’s Ink, March 28, 1947, p. 34. 


brands in addition to their own, and 
similar decisions by Montgomery Ward, 
by W. T. Grant Co. and other large 
chains which hitherto have featured 
only their own brands.” 

Incidentally, when you consider that 
the nationally advertised brands have, 
in the past, been the mainstay and prin- 
cipal support of the independent re- 
tailer and the old line wholesaler, how 
will this acceptance of national brands on 
a large scale by the biggest and most 
powerful chains affect these independent 
stores? 

The pressure of concentration, and the 
know-how of big producing and distribut- 
ing organizations, is leading to a grow- 
ing tendency toward the creation of 
“captive” distributors,and agency stores. 
The pattern of the chain, with independ- 
ent dealers as agents in smaller com- 
munities to whom the chain supplies not 
only goods but guidance, is to be seen in 
a number of fields—United Cigar-Whe- 
lan drug agencies, Firestone, Goodrich, 
Goodyear dealers. Just as the concentra- 
tion of economic power in the United 
States has reached a point where, except 
in some non-durable consumer goods in- 
dustries, few so-called independent man- 
ufacturers are really free, so in distribu- 
tion we see emerging a pattern of relative 
degrees of independence ranging from a 
Marshall Field to a “‘captive” distributor 
such as a Shell Oil dealer or a Chevrolet 
agency. 

Furthermore, we must assess both the 
economic and social effects of the exten- 
sion of the agency system in the face of 
some new phenomena. For example, 
with the agency store system chains can 
now go into tiny communities where a 
single general store has held the patron- 


12 This information derived from personal contact 
with these organizations. However, see Business Week, 
September 14, 1946 on Grant policy. 
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age of a trading area for a generation or 
two. These small town merchants, whose 
second generation is dying off, have 
built so solidly that their towns have, in 
the past, offered no attraction to chain 
stores, but, when these independent 
country stores become part of a national 
chain, then it is proper to study and eval- 
uate this historic transformation of the 
independent small town merchant into a 
chain store unit. At the same time, we 
have to recognize that the agency store 
system can, and in many cases does, 
provide the smaller merchant with guid- 
ance andcompetence he could not achieve 
on his own. 

To examine some of the effects of mo- 
nopolistic practice and the concentration 
of industry upon distribution, calls not 
only for an understanding of how the 
pressures of these powerful elements in 
our economy affect both large and small 
retailers, but it also calls for an under- 
standing of the illegal practices which big 
corporations have followed. Among re- 
cent cases, it seems to me that marketing 
men can profit most from examining the 
evidence and reading the decisions in the 
case of the big three cigarette manufac- 
turers, and in the A & P case. The cig- 
arette manufacturers, with over 
1,000,000 outlets in the United States, 
were able to dictate not only the prices 
at which their products sold, but also the 
prices at which competitive brands sold. 
Thus, during the depression years, they 
forced retailers to sell the 10¢ brands at 
11¢, and reduce the 15¢ brands to 14¢ to 
eliminate the cheaper competitors. The 
giant A & P food stores system employed 
methods which involved operating some 
of its stores in the red, and making its 
profits out of its buying organization, 
while it undersold competitors and thus 
either forced them out of business or 
caused them to operate unprofitably. 

(2) The increased productivity of 


American industry and agriculture is an- 
other factor which helps explain the 
changes going on in the channels of dis- 
tribution. We face, in distribution, the 
problem of carrying a great increase in 
the volume of commodities under new 
conditions. But we have distortions and 
pressures which threaten the continuity 
of this flow. 

First, we have the increasing tendency 
toward the concentration of distribution 
in fewer and fewer hands. In every field, 
a steadily shrinking proportion of the 
number of outlets is doing a steadily 
larger proportion of the retail and whole- 
sale volume. In the struggle between the 
independent store and the chain store, 
while the number of units operated by 
the independent stores have shown a 
steady increase, and at a faster rate than 
the chains, the chain store share of the 
business is growing. Furthermore the 
sales per store are increasing among 
the chains, and declining among the 
independents. 

The trend among the chain stores is 
toward larger units, carrying a greater 
variety and more price ranges of mer- 
chandise, so that a general rise in income, 
and any tendency toward the leveling 
out of income distribution in the United 
States, will result in a sharper increase 
in chain store business than in business 
done by independent stores. 

One chain store operator put it this 
way once, ““Main Street is just a couple 
of blocks too long.’’ What is happening 
is that just as we have marginal produc- 
ers, so in distribution we have marginal 
distributors. A sort of centrifugal action 
whirls them out into the less profitable 
locations. In the conflict between the 
small independents and the larger, the 
small fellows find themselves in compe- 
tition with one another for the moderate 
and higher income groups’ business while 
the chains and larger independents go 
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after the moderate and lower income 
groups. 

Basically, the struggle between the 
chains and the larger independents is for 
the most profitable business, while the 
struggle among the smaller independents 
is for the less profitable and the unprofit- 
able business. 

Obviously, those who are in a position 
to improve their techniques of selling, 
of display, of promotion, and at the 
same time, reduce their costs of opera- 
tion, attract greater traffic, increase 
their dollar sales per dollar of wages, are 
in a steadily more advantageous posi- 
tion, in relation to the smaller mer- 
chants and wholesalers. 

Observe what W. T. Grant Co. is doing 
right now. It is expanding limited hard 
lines into complete lines in some stores; 
it is introducing small appliances and 
radios in about half its stores; and it is 
testing major appliances in two stores. 
In St. Paul, Minnesota, in a connecting 
building it is opening a home store with 
a full selection of hardware, paints, 
sporting goods, electrical goods, lamps 
and shades, furniture and home furnish- 
ings, rugs and floor coverings, house- 
wares and gardening equipment, toys 
and related merchandise. In the first W.T. 
Grant store opened in Lynn, Massa- 
chusetts, in 1906, the top price was 25¢. 
But in Erie, Pennsylvania and Atlanta, 
Georgia, Grant is experimenting with 
major appliances: refrigerators from 
$187.50 to $280.00, washers from $64.50 
to $208.95, radios up to a $205.00 Philco. 
In addition, this new program includes 
time payment plans. 

(3) Keep in mind that 70 per cent of 
any given increase in disposable income 
goes into retail stores. In a 20-year analy- 
sis made by the Department of Com- 
merce, it found that every Io per cent 
increase in disposable income results in a 
12 per cent increase in retail sales." This 


is a key to the vast expansion in the num- 
ber of wholesale and retail outlets we 
have seen since the ending of the war but 
it is also, at the same time, the most 
powerful incentive to more intense com- 
petition than we have ever witnessed in 
the field of distribution. The greatest 
share of the profitable business, from 
now on, is going to the large stores and 
the chain store outlets, particularly be- 
cause the giant distributors have so much 
more realistically assessed the distribu- 
tion of income in the United States. 

The recent Bureau of Census estimate 
of the distribution of families by income 
level shows that 80 per cent of the fami- 
lies in the United States lived on an in- 
come in 1945 of less than $4,000.00 a 
year.“ The chances are that in 1946 this 
income picture was not changed to any 
significant degree. But we have had an 
inflation of wide proportions, and a huge 
increase in living costs. 

This must intensify the competition 
between outlets for the basic and fastest 
moving articles. 

That is why the department stores are 
going to feel, in a sharper form than ever 
before, the competition of the mail order 
chains and the so-called limited-price 
variety stores, because these chains 
have increased their lines and price 
ranges especially in their larger stores 
and their greatest pressure will be against 
the popular-price department store. 

Another form of this intensification of 
competition comes about through the 
superiority of one type of distributor 
over another in terms of his minimum 
mark-up requirements. Taking, for ex- 
ample, the price of a pair of Nylon stock- 
ings in various outlets, based upon a 





18 Louis J. Paradiso, “Retail Sales and Consumer In- 
comes,” Survey of Current Business, Oct. 1944. 

4 “Survey of Consumer Finances—Part II. Con- 
sumer Incomes and Liquid Asset Holdings,” Federal 
Reserve Bulletin, July. 1947, Table I. 
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wholesale price to the retailer of so¢ per 
pair, here is how the different outlets 
would have to sell these stockings, under 
their traditional mark-ups:” 


Florist’s Shop $1.23 
Bakery Shop 1.12 
Jeweler’s 1.01 
Fur Shop 1.00 
Radio Store .92 
Furniture Store .89 
Gift Shop .88 
Department Store -79 
Variety Store -74 
Drug Store 73 
Filling Station .67 
Grocery Store .62 


Combined Grocery 
and Filling Station .61 


Obviously, here appears a formula by 
which one type of distributor can “raid” 
the fastest moving, biggest traffic build- 
ing items of another. Since super-mar- 
kets can sell at a lower mark-up than 
drug stores, but will slow up their vol- 
ume of sales, pile up inventories, and be 
forced to increase their mark-ups if they 
carried as many items as drug stores, 
they take only the fastest turnover items. 

That’s why the Howard Clothing 
stores, and Richman Brothers, carry 
only the fastest moving items in men’s 
furnishings. 

That’s why in the Kroger Company 
grocery stores for example you will find 
150 different drug and cosmetic items— 
the fastest turn-over items only. That’s 
why in the Schulte Cigar Stores for ex- 
ample, the men’s socks are the #1 soft 
goods item. Look how many more books 
the news-stands can sell than book 
stores. 

if you will hark back to the days when 
every country had its own currency, and 
that currency was worth something, 
you will recall that there were legendary 
characters who paced up and down 
rooms high up in towers of bank build- 
ings in Wall Street, and made fantastic 


18 Based on Dun’s Ratios for Retailing. 


salaries from arbitrage. 

Arbitrage was an expert manipulation 
of foreign exchange which on the one 
hand produced profits but on the other 
hand served to equate the various cur- 
rencies to one another. It was a process 
somewhat analogous to that of the bee 
which is intent upon making honey but 
at the same time serves nature by pro- 
viding the medium for cross polleniza- 
tion. As we survey the distribution of 
commodities today it would appear that 
something in the way of a marketing 
arbitrage is in process. The basic trends 
in retailing therefore reflect the funda- 
mental pressures in our economy. 

We have on the one hand the drive to 
operate at lower costs and, against this, 
we have the decision to maintain or en- 
large pre-war services. Thus we have the 
experiments with self-service in the W. T. 
Grant stores and the Walgreen Drug 
Stores. We have the growth of the super- 
markets. We have Spiegel’s, the mail 
order house, setting up its catalog desks 
in grocery stores and filling stations in 
addition to its own retail chains. We 
have the concentration upon fast mov- 
ing items. Before the Fair Trade Acts, 
we saw one form of this in the cut-rate 
drug stores. On the other hand, we have 
the expansion of stores like Lord & Tay- 
lor, the consolidation of I. Magnin and 
Bullock’s on the West Coast, the success 
story of a Neiman-Marcus. For the 
higher income groups, more and more 
services and specialization. For the mod- 
erate income and lower income groups, 
the drive for volume at lower costs. 

Moreover, we have the decision by 
many distributors to operate at lower 
mark-ups and against this is a decision 
to base higher mark-ups on exclusive 
goods or services. 

Many wholesalers are among those in 
the ranks of enterprises which have set 
their feet on the path toward higher 
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volume operation at lower mark-ups. 

A drive toward specification buying, 
toward the elimination of slow movers, 
toward taking over new products from 
other lines of distribution, are all evi- 
dences of the first decision. On the other 
hand, when grocery stores put in frozen 
foods and pre-cooked meals they will 
be offering new and higher cost services 
which may yet justify themselves. 
(Frozen meals bring in a new factor— 
the fact that they can be kept on ice, as 
it were, for a length of time makes them 
an ideal item for department store base- 
ments.) 

Another basic trend in retailing is the 
expansion of retail operations in chain 
store additions, in mergers, and by joint 
and cooperative ventures. Against this 
is the decision to go it alone—a decision 
which today is being made more and 
more only by the smaller, the weaker, 
the least competent distributors. 

As for the ultimate directions in which 
the channels of distribution are moving I 
would say that the most impressive 
trends are (1) the concentrated short 
line, high turn-over operation of the 
Schulte Cigar Stores (2) the open dis- 
play, self-service, minimum personnel, 
low cost operation of the super-market 
and (3) where the Fair Trade Acts do 
not operate, the cut-rate selling of ad- 
vertised lines by the “Pine Board”’ drug 
stores. 


WHERE ARE THESE CHANGES LEAD- 
ING THE CHANNELS OF 
DISTRIBUTION? 


According to America’s Needs and 
Resources, the distribution pipelines 
will have to carry an enormous increase 
in the volume of goods and services in 
1950 and still more in 1960. Not only 
are we going to have more people em- 
ployed, but the net output per man-hour 
is going to rise—in fact the increase indi- 


cated is one-third higher than the 1940 
figures, by 1960.'° Against 37.9 million 
families estimated for 1947 by the Bu- 
reau of the Census, the Twentieth Cen- 
tury Fund estimates 39.9 million by 
1950 and 44.3 million by 1960. But the 
number of rural farm families will show 
a decline both absolutely and in propor- 
tion to all families. Rural non-farm 
families will show a slight increase and 
urban families a huge increase, 20 per 
cent more in 1950 against 1940 and 40 
per cent higher by 1960."" At 1944 prices, 
consumer expenditures will rise to $116.2 
billion in 1950 and $134.2 billion in 
1960."8 

But even in 1950 this study indicates 
a continued distortion of income distri- 
bution, with only 25 per cent of the con- 
sumer units in the income class 
**$3,000.00 and over.’ 

There is a curious shortcoming in this 
important book. The Twentieth Cen- 
tury Fund has just a few months ago 
published “Cartels in Action,” the first 
of a series of studies on the problems of 
monopoly. Yet in America’s Needs and 
Resources monopoly is not even men- 
tioned. But today 455 corporations, 
which constitute less than one-eighth of 
1 per cent of the total number of corpora- 
tions in the United States own §1 per 
cent of the assets of all corporations in 
the United States. And this process of 
concentration, if it continues, must 
affect production, income distribution 
and therefore distribution and its chan- 
nels in 1950 and 1960 even more than it 
does today. 

Another factor we cannot yet measure 
is the effect of technological develop- 
ments upon the channels of distribution. 
If processes are perfected to lengthen 


16 America’s Needs and Resources, pp. 21-23. 
7 [bid., p. 41. 

18 Thid., pp. 86-87. 

9 Tbid., p. 65. 
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the salable life of products now highly 
perishable then it will become possible to 
stock, sell and deliver them from differ- 
ent outlets than those which now carry 
them. For example a department store 
might supply the menus for a week in 
advance, if frozen pre-cooked meals be- 
come a reality. And a bakeshop could 
lower its mark-up requirements if cakes 
and bread did not become stale so 
quickly—or the grocer could take over. 
Already we see far more vegetables and 
berries being sold in food markets than 
the greengrocer of yesteryear would have 
dreamed possible. Deliveries by air will 
play a role in these changes, undoubtedly. 

But based upon the directions which 
the trends in distribution are now taking, 
it may be interesting to interpret the 
changes forecast in America’s Needs 
and Resources in terms of the channels 
of distribution. Since 70 per cent of every 
increase in disposable income goes into 
retail sales, and since the chain stores 
are the group which are growing most 
rapidly in terms of their share of the re- 
tail business, the chains in my opinion 
will probably be doing close to two- 
thirds of the retail business of the 
United States by 1960. But competing 
for the business will be independent re- 
tailers and wholesale cooperatives, or- 
ganized in groups, who will not only have 
borrowed management and promotional 
techniques from the chains, but will also 
have organized for political action to se- 
cure easier credit, government aid in the 
development of merchandising tech- 
niques, and possibly government stand- 
ards of quality which will make possible 
specification buying by the independent 
merchant. 

It is quite clear that lower selling costs 
on the part of the producer are a pre- 
requisite for lower distribution costs. And 


lower distribution costs are a necessity if 
we are to move and consume the huge 
additional tonnage we are ready to pro- 
duce now, and in still greater quantities 
in 1950 and 1960. Therefore the pres- 
sures upon the mass producers will force 
them to seek out the chains and buying 
groups, leaving to the higher cost pro- 
ducers the field of the low-traffic high 
mark-up outlets. This must speed up the 
slaughter of small independents and mar- 
ginal distributors. Therefore, it seems to 
me, by 1950 and surely by 1960, we will 
have reversed the trend toward more and 
more outlets, and we will have fewer, but 
doing more volume in each. The increas- 
ing urbanization of the American popu- 
lation will speed this trend. 

This is speculation based upon the 
postulates of freedom and democracy in 
America. If the decline of competition 
proceeds during the decade ahead with 
the speed at which it is now moving, 
and if the economic—and therefore the 
political—power in the United States 
continues to be concentrated in fewer 
and fewer hands, then we shall have a 
regimented economy, stipulated prod- 
ucts, fixed prices, ordained mark-ups, 
and a wholesale destruction of independ- 
ent enterprise. 

But this would be to discount the un- 
derlying strength of the American people, 
its love of liberty, its ingenuity and en- 
terprise—and its intelligence. For Amer- 
ican industry and agriculture have 
demonstrated unforgettably that they are 
capable of producing plenty for all— 
such riches as the world has never before 
seen. Before us is the challenge of mass 
distribution. I believe that our distribu- 
tive system will accept that challenge 
and prove the virtues of our way of life 
in the only fashion which makes sense— 
by delivering more goods to more people. 
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THE NETWORK RADIO ADVERTISER 
AND SUMMER POLICY 


E. L. DECKINGER 
The Biow Company 


INTRODUCTION 


T 1s well-known that radio audiences 

dip in the summer-time. The peak is 
usually reached in January and Febru- 
ary. The valley is usually encountered in 
July and August. The dip for evening 
radio is about 50 per cent. 

Because of this summer fall-off in the 
size of the radio audience, the sponsor of 
any given show must choose among 
three alternative summer policies: 


I. 


te 


& 


Stay on all year despite the dip. By so- 
doing he can obtain continuity of im- 
pression through all fifty-two consecu- 
tive weeks. 


. Take some cognizance of the dip by 


taking his fall-winter-spring vehicle off 
the airwaves for a summer period and 
sponsoring a cheaper “‘summer replace- 
ment” during the interim. This adver- 
tiser finds two influences contributing 
to a reduced audience in the summer: 
a) The replacement is virtually always 
a weaker show, and 
b) There is a natural tendency for 
audiences to fall off as the days get 
warmer and longer. 


He hopes, however, that the reduction 
in talent cost will at least in some 
measure compensate for the reduction 
in audience. 


In any case, the advertiser preserves a 
continuity of advertising impression for 
fifty-two weeks. 


Take full cognizance of the dip by with- 
drawing the fall-winter-spring vehicle 
from the airwaves for a summer period 
and providing no summer replacement. 
This “hiatus” usually runs for eight 
weeks. The networks charge a “hiatus 


penalty” for this privilege. The penalty 
works out, on the average, to the time 
cost of about six or seven shows. Hence, 
he does not save the full time and talent 
of the eight shows he’s off the air. The 
actual “‘saving” amounts, on the aver- 
age, to the talent cost alone of nine or 
ten shows. 


The sponsor usually has a double pur- 
p ) 
pose in taking a hiatus: 


a) He hopes that when the “penalty” is 
charged against the months he #s on 
the air, he will come out even or 
ahead on his over-all investment. In 
other words, he hopes that, despite 
the penalty, his buy for the higher- 
rating-periods that he stays on the 
air will be more efficient than his buy 
would have been had he advertised 
over the lower-rating-periods as 
well, and therefore paid no penalty. 


‘ 


b) He pockets the “saving.” This 
amounts, as just stated, in net, to 
the talent cost of nine or ten shows. 
The “saving” may help him budget- 
wise. 


Conceivably, of course, the advertiser 
might achieve continuity of advertising 
impression by diverting the nine- or 
ten-show talent cost “‘saving”’ into some 
other medium. He might do this if he 
believes the other medium to be more 
efficient in the summer months. Or, he 
may not want to advertise in the sum- 
mer because of seasonal nature of his 
product. In rare cases such as this last, 
the present discussion has no bearing. 


THE Purpose AND METHOD OF 
Tuis StuDy 


The problem considered here is simply 
what is the best course for a radio ad- 
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vertiser to take in this matter of summer 
policy. This study is an attempt to 
measure results experienced by followers 
of each plan. 


Number of Shows by Types 


All shows do not fit into one or another 
of the above three groups. Some are off 
the air completely before the year is out. 
Some only begin during the year. Some 
change time period during the year, and 
so on. The above three categories may 
therefore be said to be pure in the sense 
that they are what is left after all the 
shows with programming changes have 
been sifted out. 

The study was made for once-a-week 
evening half-hour sponsored network 
shows—although the results presumably 
apply to shows of all durations. Shows of 
the class studied represent 60 per cent of 
the evening network sponsored time. 

Altogether, 196 different once-a-week 
evening half-hour sponsored network 
shows were on the air at some time or 
another in 1945. Of these 196, only 59 
were pure shows in the sense indicated 
above. Of these 59, 35 were on all year, 
16 had a summer replacement, and 8 
took a hiatus. 


The Data 


The data were the best available at 
the time the calculations were made. 


1. Ratings 


Hooperatings were the only reasonably 
satisfactory ratings data available at 
the time the study was undertaken. 
They certainly cannot be used unassail- 
ably for projecting findings to all 
homes. 


However, it is believed that the results 
are acceptable in a relative sense, despite 
the non-projectability of the data. One 
of several reasons is that the same 
methods are applied for all shows. 


2. Talent Costs 


Variety estimates were used in most in- 
stances. Other data were used in some 
instances where the alternate data were 
known to be more correct. 


3. Time Costs 


Fully discounted, full network, time 
costs—assuming one half-hour show per 
sponsor—were used in all cases except 
where a hiatus was used or assumed. 
In such case, of course, the hiatus pen- 
alty was charged. Full network costs 
were used to provide a standard basis 
for all shows. 


4. Coverages 
BMB' data not being available at the 


time, network claims regarding full net- 
work coverages were used. 


Ultimate Measure 


The ultimate measure of any adver- 
tising is, of course, the sales produc- 
tivity. However, we usually do not know 
what sales are produced by radio pro- 
grams. Even if we did, so many different 
products and product types are covered, 
that it would be exceedingly difficult to 
make comparisons on a sales-produced 
basis. 

We are compelled to fall back on the 
usual measure—ratings. We can use the 
ratings as a basis for estimating audience 
sizes. Then, combining these estimates 
of audience size with estimates of cost 
(time and talent), we can compute an 
estimate of the average efficiency over 
twelve months of the three kinds of 
buys—i.e., all-year-round, hiatus, and 
summer replacement. 

We use as one basis of reckoning, 
therefore, the number of homes reached per 
dollar, on the average, by shows follow- 
ing each policy. However, one cannot 
simply compare these averages as fi- 


1 Broadcast Measurement Bureau. 
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nally indicative of the productivity of 
each policy. The reason for this is that 
the show following one policy may be at 
a higher or lower development level, on 
the average, for reasons other than dif- 
ferences in summer policy. They may be, 
for example, costlier shows, on the aver- 
age, or different types of shows. 

Accordingly, one must go one step 
further. He must make estimates of how 
well each of the shows might have fared 
if it had pursued each of the other two 
types of summer policies. 


Method of Estimation 


The method used for estimating per- 
formance with different summer policies 
was the employment of “chained aver- 
ages.”? By means of this device, esti- 
mates were made, by rating periods, of 
what the average rating of all shows 


2 The method of chained averages is illustrated by the 
example of the following table: 


TABLE OF Fictitious RatinoGs, ILLUSTRATING 
Meruop oF CHAINED AVERAGES 





Period | 

~ I | I | JI 
Show . 

A 10 8 | off air 

B 12 6 4 

C | offair | 4 | 2 
Actual average II 6 3 
Chained averages | II 7 | 4.2 


/ 
| 





The method is described thus: The average rating for 
shows on the air doth in Periods I and II are, respec- 
tively 11 and 7. The actual averages for shows on the 
air in both Periods II and III are respectively, 5 and 3. 
The chained average for Period III now takes into ac- 
count that a show from Periods I and II, which might 
have bolstered the average for Period III, has gone off 
the air, and that a lower rated show, which is pulling the 
averages down, is now on the air. The trend in averages 
for Periods I and II is best represented by the numbers 
5 and 3. The chained trend value of 7 is accordingly mul- 
tiplied by the ratio of 3 to 5. The result is 4.2. The 
chained averages for Periods I, II, and III then becomes, 
respectively, 11, 7 and 4.2. 


would have been if there had been no 
changes in shows on the air. This new 
series of “‘pseudo-averages” was neces- 
sary for acceptable projections. 

The actual average was not used be- 
cause it is largely a function of the shows 
which are themselves on the air. This is 
unsatisfactory because the quality of 
broadcasting fare is known to be vastly 
different in some seasons. Projections 
based on actual ratings averages would 
therefore vary with a spurious factor. 

The chained average series was used 
to estimate performance of hiatus and 
summer replacement shows, had they 
stayed on all year. Actual summer re- 
placements were used to estimate what 
might have been expected from summer 
replacements for hiatus and _all-year- 
round shows. 


RESULTS OF THE STUDY 


The actual calculated average num- 
ber of homes-per-dollar figures for the 
groups of shows, and the estimates for 
the same shows if they had followed 
other summer policies, are as in the fol- 
lowing table, along with related stand- 
ard deviations: 


TaBce I.—Acruat (CALCULATED) AND EsTIMATED 
AveRAGE Homes Per DoL_Lar 





Assumed Summer Policy 


Actual On With With 
Summer All Year Replacement Hiatus 
Policy . : “a : 
Stan. Stan. Stan, 
Avg. Dev. Avg. Dev. Arg. Deo. 
On All Year 767 56 15g 48 15258 
With Replace- 
ment 152 49 T5t 44 149 49 
With Hiatus 159 31 153 25 148 32 














Note: Italized figures are actual (calculated) averages; 
others are estimates for what shows with one policy would 
have obtained with another policy. (The calculated aver- 
ages are, of course, themselves estimates—but are 
actual in the sense that actual data were used in their 
calculation.) 
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It will be observed from the foregoing 
table that the averages for the ‘“‘on all 
year” column are invariably higher than 
those for the “‘with'replacement” column 
which, in turn, are higher than the 
“‘with hiatus” averages. 

With this consistency, the data can 
accordingly be generalized into the fol- 
lowing weighted averages for the 59 
“pure” shows comprising the study: 


TaB_e IJ.—Expecrep AverAaGE Homes-PErR- 
DoLLar FoR SHOWS WITH DIFFERENT SUMMER 











Po.icies 
p Standard 
a Deviation 
On All Year 158 56 
With Summer Replacement 156 47 
With Hiatus 1$1 30 
OBSERVATIONS 


Numerically, in terms of homes-per- 
dollar ratios, the most successful policy, 
on the average, is the all-year-round 
policy. The summer replacement policy 
is close behind, and the hiatus policy is 
further behind. 

When one applies the standard devia- 
tions to compute the statistical relia- 
bility of the differences between the cal- 
culated averages, he is not very satisfied 
with the level of reliability. 

However, the observed order of per- 
formance indicated in the averages 
should not be taken lightly, for the fol- 
lowing reasons: 


1. The same order of performance is indi- 
cated when the projections are made 
from three different points of view. 


(Table I). 


2. Each average is based on 24 ratings—a 
total of 30,000 telephone calls per show, 
which is obviously a very large sample. 

3. Each average represents the total popu- 
lation of shows in each class, and the 
magnitudes of each average may pos- 
sibly be treated as absolute. 


It is further to be noted that, while 
the differences in the averages are not 
gigantic, they are not negligible. An aver- 
age of three to four homes-per-dollar, 
for 52 weeks, is equivalent, for an aver- 
age show, to one extra broadcast a year. 

The evidence of this study is that an 
advertiser gets at least that much if he 
foregoes the temptation to go off the air 
entirely in the lower-rated summer 
months. Further, he appears to be more 
sure of getting it if he stays on all year 
than if he makes use of a summer re- 
placement. 

Of course, some talent will demand a 
summer vacation. The evidence appears 
to be that, in those cases, the advertiser 
should search for a summer replace- 
ment—that he’ll be spending his dollars 
more efficiently, if he can afford to—and 
does—than if he goes off the air for the 
summer months. 


CONCLUSION 


This study suggests the inadvisability 
of a network radio advertiser’s taking a 
hiatus if he can afford to stay on all year. 
Of the remaining two alternatives avail- 
able to the radio advertiser there may 
be a slight advantage in keeping the 
same vehicle on for 52 weeks over the 
scheme of using a summer replacement. 
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TOWARD A PROFESSION OF MARKETING* 


LYNDON O. BROWN 
Knox College 


INTRODUCTION 


N ANY developing field of human en- 

deavor, progress to a_ professional 
level is earmarked in large measure by 
the extent to which critical thought has 
shifted from a descriptive basis to one 
which is primarily analytical. In medi- 
cine, for example, the broad general de- 
scriptions of the human body and proper 
labelling of the various parts of the anat- 
omy were important developments. No 
one would belittle for a moment the sig- 
nificance of Harvey’s discovery of the 
circulation of the blood. But certainly 
medicine was far from an established 
profession until, once the descriptive 
groundwork had been laid, the emphasis 
in time and money was placed on analy- 
sis and experimentation. 

I should like to devote considerable 
time to the expansion of the analogy 
from the field of medicine, to demon- 
strate how its progress as a profession 
has developed largely in pace with the 
stress placed on the analytical, as op- 
posed to the descriptive aspects of the 
human body. However, to do so, within 
the confines of this paper, would preclude 
calling attention to the more important 
evidence of the universality of the gen- 
eral principle, by brief allusion to a wide 
variety of professions. 

In the field of law, mere description of 
the processes of government and legal 
relations between the state and indi- 
viduals would never have provided a full 
basis for the rise of a learned and re- 


* Address given at the convention of the American 
Marketing Association in Chicago in December, 1947, 
under the title “The Future of Marketing Management 
and Research.” 


spected profession. Only as the funda- 
mentals of processes and relationships 
were analyzed by the great thinkers and 
philosophers in this field could the prac- 
tice of law rise above the purely com- 
mercial level, to give to it the profes- 
sional standards and status such as it 
has today. 

Most of us are so close to the area of 
engineering, that there is surely little 
need to labor the point that if leaders in 
this field had remained content with 
generalized descriptions of types of build- 
ings, water systems, bridges, machinery, 
etc., there could scarcely be a true pro- 
fession of engineering as we now know it. 
It was the growth of the analytical ap- 
proach, with scientific experimentation 
in connection with structures, processes 
and other aspects which most clearly ear- 
marked the rise of this profession. 


MarkKetincs Nor Yet A PROFESSION 


The first purpose of this paper is to 
call attention to the fact that we are 
still too largely in the descriptive phase 
of marketing, and have not sufficiently 
shifted to the analytical, as we must be- 
fore much more professional progress can 
be attained. It is now over a quarter of 
a century since Fred E. Clark published 
his Principles of Marketing. It did an es- 
sentially adequate descriptive job. It is 
unfortunate that so much of the energy 
of the leading thinkers in the field has 
been devoted to restating and amplify- 
ing these descriptive aspects instead of 
breaking new ground analytically. The 
bulk of our marketing literature today, 
both accumulated and current, is still 
primarily descriptive in nature. Further- 
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more, marketing research is still regarded 
by too many as one phase of marketing, 
rather than as the foundation of market- 
ing as a profession. 

There are, of course, other aspects of 
a profession, other essential conditions 
which must be established before we can 
achieve our common goal of a fully recog- 
nized marketing profession. We have 
been talking about “The Profession of 
Marketing” for about a quarter of a 
century, and I do not wish to belittle the 
progress made in this direction, but we 
must recognize that we are today far 
from established in professional status. 


REQUISITES FOR ATTAINMENT OF 
PROFESSIONAL STATUS 


What is needed today and for the near 
future? Many things, of course, but I 
should like to suggest for our considera- 
tion that above all we need a broader 
and deeper perspective. 

When a man stands within a deep 
forest, he can see very little. The trees 
immediately about him are the limit of 
his horizon, he may not even be able to 
see the ground beneath the undergrowth, 
or the sky through the tops. As he stands 
in a cultivated field, he has much broader 
perspective, even though hill or moun- 
tain may limit his horizons. As man rises 
from the ground in an airplane, the 
perspective changes, until horizons are 
pushed back farther and farther as 
he rises above forest and plain. 


Proper Perspective 


Marketing has been too long in the 
woods. We have been forced to carry on 
too much from day-to-day, struggling 
for existence, constantly on the defen- 
sive, with grossly inadequate funds. Too 
often the hot breath of the demand that 
we justify an expenditure leads us to 
work in the forest of the immediate com- 
promise. Too much of our work is too 


limited in time and scope. While there is 
ever the necessity for the immediate, 
progress in marketing management and 
research will not come automatically 
from the sound and fury of day-to-day 
operations. Progress in marketing man- 
agement and research can come only 
from leadership which will bring radi- 
cally broader perspective to bear on our 
progress as a profession. To pass from an 
occupation based primarily on descrip- 
tion to a profession founded on system- 
atic analytics, we will not be pushed, we 
cannot crawl, we must literally leap in 
our thinking. 


Achievement of Perspective 


Just how are we to bring about this 
new perspective? Surely no one knows 
all the means which will eventually 
come to bear, and I have no desire to 
pose as a Moses. But there are several 
specific points of view which appear to 
be essential, and are perhaps worth our 
immediate consideration. A few will be 
mentioned briefly, the last one developed 
at some length. 

First, we must have a general recogni- 
tion by marketing practitioners that the 
foundation of marketing management is 
marketing research. The idea that sales- 
management, advertising-management 
or any other form of management in the 
marketing field can be based solely on a 
record of personal performance, personal- 
ity characteristics, hunch, guesswork or 
enthusiasm must disappear before mar- 
keting can have real professional status. 

Second, marketing research must now 
concentrate primarily on the consolida- 
tion of method rather than the invention 
of new gadgets for research. It is a char- 
acteristic of the youth of marketing 
research, in contrast, say, to engineering 
or architecture, that a great deal of time 
and effort are placed on exploiting some 
special research procedure rather than 
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applying more effectively the proven 
methods. I am not suggesting that we 
should regard our present research 
methods as perfect, that we should not 
constantly seek discovery of new tech- 
niques. We have, however, passed 
through the pioneering stage in which 
the primary emphasis had to be on dis- 
covery of new approaches and ingenuity 
as regards method. The basic methods 
of marketing research are now known 
and proven, new developments will be 
largely adaptive. What is required is 
application and consolidation of known 
method. To illustrate, we need less 
argument about methods of field inter- 
viewing, less boasting about non-existent 
“full-time” field staffs, and some real 
staff organizations comparable to those 
to be found in the fields of accounting or 
engineering. 

Third, emphasis must be placed on in- 
crease of basic knowledge, a constantly 
expanding body of precise marketing 
facts on a scope far beyond present 
availabilities. We cannot hope to live to 
see the day when the marketing man 
will have at his command the accumu- 
lated body of knowledge available to the 
physicist or chemist, but we must never 
forget that, without that accumulated 
knowledge, the atom bomb would have 
been impossible. Nor do I have in mind 
more of the general descriptive data re- 
ferred to earlier, but rather the precise 
raw materials which are the foundation 
of any science, and in turn the art of the 
practitioner in any field. 

It is not inherent in marketing that 
such a preponderance of problems be 
treated as “‘new problems,” necessitating 
the building of all data for solution from 
scratch. One of the undesirable conse- 
quences of the fact that the bulk of our 
work is conducted for and by private 
enterprises is that we lack, in our field, 
the cross-fertilization which is an es- 


sential foundation in the development ot 
any scientific body of knowledge. Private 
enterprise is the great stimulator and 
supporter, but practitioners must recog- 
nize this specific limitation inherent in 
this source, and look to means of supple- 
menting and overcoming it. 

By way of illustrating the paucity of 
data at our command, we might consider 
the field of distribution costs. We all 
know the generalized descriptive facts; 
there is little need for continuing to sell 
one another on the importance of analyz- 
ing and lowering distribution costs. But 
the unhappy truth is that we have very 
little precise data which can be em- 
ployed by the marketing researcher or 
practitioner, beyond generalized ratios 
which more often lead to quibbles as to 
their meaning than to genuine solutions. 

Fourth, we need a continued rise in 
professional standards and ethics. Those 
of us who look back over the past 
twenty-five years have witnessed real 
progress in this direction. We must con- 
tinue to build pride in our calling, recog- 
nition of the field and the essentiality of 
competence and adequacy in everything 
we do. It is my personal belief that pro- 
fessional ethics and standards cannot be 
legislated, that they must grow out of 
practice, particularly since our work is 
inextricably interwoven with a private 
enterprise economy. 

And last but by no means least we 
need to concentrate on progress in the 
development of professional education 
for marketing. We have come a long way, 
but we must recognize that World War 
II brought a complete blackout just 
when education for marketing was on the 
threshold of full development. We stand 
now at a critical point. Will education 
for marketing move in the direction of 
levels which can support a true profes- 
sion ? Or will it drift along on a part-time, 
casual, lower-level basis which charac- 
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terizes those fields which are known as 
non-professional? There is no question 
in marketing practice which is more 
vital. There is no way in which a broader 
perspective can do so much for market- 
ing as by a bold attack on our educa- 
tional facilities to generate a continually 
improving flow of adequately trained 
personnel for marketing management 
and research. 

Marketing has not progressed as far 
as it should from a descriptive to an 
analytical basis primarily because our 
total human resources have not as yet 
been up to the challenge. The roots of the 
development of the broader horizons 
and perspective which must come to our 
field lie in the education and training of 
future personnel. It is from this source 
that there will flow into the various 
branches of marketing a personnel which 
will recognize that the foundation of 
marketing management is marketing 
research. It is this body of men and 
women, trained in the basic methods of 
marketing research, which will provide 
the human resources necessary to con- 
solidate techniques. They, like the thou- 
sands of young scientists in other fields, 
will develop the precise body of basic 
knowledge so needed today. They, with 
their background of training in our 
colleges and universities, paralleling the 
training given the lawyer, the doctor, 
the accountant, and the physicist will de 
the rising professional standards and 
ethics. 


A ProposeD PRoGRAM 


Against the background developed 
much too briefly in this paper, I should 
like to close with a specific proposal for 
action. It is presented with full recogni- 
tion of the advances made in marketing 
education during the past quarter cen- 
tury. It is also made in full knowledge 
that the American Marketing Associa- 
tion has done yeoman work through its 


various committees, such as those on 
teaching and on the distribution of 
teaching materials. Many will question 
the significance of the proposal, some will 
undoubtedly remark that it is “‘nothing 
new’ and perhaps pass it off as ‘‘the same 
old stuff.”” However, I urge your careful 
consideration of its full implications, for 
it is presented in the belief that it can 
provide the practical means of placing 
marketing education on a new plane 
which will go far toward introducing the 
broader perspective into marketing and 
marketing research being urged in this 
address. 

I submit the following series of five 
specific proposals: 

1. That the American Marketing As- 
sociation establish a Commission on 
Education and Training for Marketing. 
Note the use of the term Commission, 
rather than Committee, for the former 
has permanence, powers, resources and 
independence which distinguish it. This 
commission should be constituted in 
strength and spirit much like a Board of 
Trustees, for they are in a very real sense 
trustees of our future. It should be a con- 
tinuous body, with rotating memberships 
of something like three years duration. 
Personnel might be self-perpetuating, 
with replacements subject to the ap- 
proval of the Directors of the Associa- 
tion. 

2. That the Commission on Education 
and Training for Marketing be directed 
to make a basic research of educational 


facilities immediately. Note that I say 


“research,” rather than “survey” or 
“study.” This is deliberate, for I do not 
have in mind the usual cursory review 
and compilation of course titles. We 
should research education for marketing 
just as seriously as we research markets 
for clients. This means, among other 
things, that we begin with purposes and 
hypotheses, and think above tradition. 
For example, we might compare the pro- 
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grams offered in specific institutions 
with programs offered by the same in- 
stitutions in other professional fields, 
such as law, accounting and engineering. 
We surely should study comparative 
amounts of money spent within these in- 
stitutions on marketing training and on 
training in other professional fields. We 
might well study “entrance require- 
ments” for the marketing program, the 
class level at which marketing work is 
placed in the curriculum, salaries paid 
men in the field of marketing, to men- 
tion a few other possibilities, but all in 
comparison with other professional fields. 
Finally, we should emphasize interpreta- 
tion and presentation to insure maximum 
value in accomplishing the broader goal. 

3. That the American Marketing As- 
sociation allocate out of its treasury a 
significant sum of money to finance the 
activities of the Commission. This sum 
might well be supplemented by grants 
from practicing marketing research or- 
ganizations and from business corpora- 
tions. Foundations and other sources 
might provide all the funds, but I would 
emphasize the importance of the Associa- 
tion as the primary financial sponsor. As- 
sumption of financial responsibility by 
the Association is stressed in the interest 
of independence, so every practitioner 
in marketing would have a_ personal 
stake in the success of the project, and 
because this undertaking is in itself a 
proper function of a professionally ma- 
ture group. 

4. That the results of this basic in- 
quiry be published in detail by the As- 
sociation, perhaps as one issue of the 
JOURNAL OF MARKETING and in_ book 
form. A primary purpose of the whole 
undertaking is to educate educators and 
business men outside the field of market- 
ing and to place in the hands of every 
teacher of marketing a tool for obtaining 
recognition, program, staff and adequate 


funds for teaching and research in his 
own institution. 

5. That the JourNAL publish regularly 
the continuous findings of this Commis- 
sion. After the basic research is com- 
pleted, a definite program for regular 
review and analysis of trends should be 
followed. In addition, many new aspects 
of education and training for marketing 
will properly be investigated. For ex- 
ample, organized training programs in 
marketing firms which might provide 
the equivalent of the medical internship, 
could well be a special consideration 
after the first basic study. 


CONCLUSION 


The program outlined above repre- 
sents my own personal views, and is pre- 
sented to the individuals who comprise 
the body of marketing teachers and 
practitioners so it may be discussed in- 
formally and democratically, to be con- 
sidered officially by the Association on a 
when, as and if basis. It has not been dis- 
cussed with the officers, for it grew out of 
the challenge of the topic assigned, re- 
quires amplification and modification 
before it is ready for consideration by an 
official body and should come only if 
the basic idea has the general support of 
the membership. 

The individual teacher of marketing 
and the individual marketing depart- 
ment is to a degree in what the sailor 
calls ‘the hopeless position.”” Abaft and 
to leeward of others, there is precious 
little that can be accomplished by in- 
dividual skill and effort. It is up to the 
total official body, the American Market- 
ing Association to aid in lifting market- 
ing to its rightful professional position in 
our great educational institutions. Once 
that is accomplished, we need have no 
fear that new perspective will bring mar- 
keting and marketing research to a well 
deserved future. 








EFFECTIVE MARKETING BEGINS 
ON THE DESIGN BOARD 


GERALD C. JOHNSON 
Gerald C. Fohnson Associates 


INTRODUCTION 


SERIOUSLY doubt that there is a single 
l product being sold today which could 
not be made better, more usable, more 
attractive, more cheaply, more salable 
and which could not be sold to thousands 
of additional customers if it cost less! The 
starting place for good design is the 
customer. No matter what the product 
is, it has to be so designed that it will 
create consumer appeal and satisfy 
customer needs and I mean needs not 
demand. Millions of dollars are spent on 
basic research! Which is good! But not 
enough is spent on customer and applied 
end-use research. 

Marketing and research men deal 
with products and people through the 
medium of market research, words, ideas, 
pictures, sales campaigns, and mer- 
chandising. As designers we deal with 
customers through the medium of mate- 
rials, processes, manufacturing, and as- 
sembly costs. The designer knows that 
if the product’s cost, performance and 
appearance are right—then desire and 
acceptance will follow when the market- 
ing man takes on his part of the job. 


Propuct DeEsicn As RELATED TO 
Costs AND SALES 


Our files are replete with case histories 
illustrating the relationship of sound 
design, lower costs and enhanced sales 
volume. The following are typical of 
many: 


Redesign to Lower Costs and Increase 
Sales 


The plastic radio is one of dozens of 
designs we developed for General 
Electric over a period of 4 years. While 
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it was designed and developed before the 
war and won the first award in the 1941 
Plastics Competition, I am mentioning 
it because: 


1. It was G.E.’s first successful radio 
housed in a plastic case. 

2. From an advertising, distributing, and 
consumer standpoint it had many ad- 
vantages compared to the previous 
plastic radio. 

3. It was the first table model radio with 
a slide rule dial perched at a 45° angle 
so that it could be read in a standing 
position. 

4. Lower manufacturing cost! Through 
the elimination of the grille cloth ob- 
tained by building the grille into the 
plastic case, the elimination of the dial 
and dial assembly, we were able to re- 
duce the cost of the new plastic radio 
and dial assembly so that G.E. could 
make this a 5 tude set to sell at the same 
retail price as their 4 tube set. Isn’t 
that the kind of competitive advantage 
you men like to talk about when you se// 
a product? Incidentally, its sales passed 
225,000 units! 


While this design is over 7 years old, 
both stylewise and from a radio reception 
standpoint, its design is so good that it is 
still comparable with most of the small 
table model radios on the market today. 


Redesign to Overcome Customer Objections 


The test scoring machine was invented 
and designed by a teacher of physics in 
one of the western universities who got 
tired of correcting examination papers in 
the small hours of the morning. This 
machine tests and scores examination 
papers automatically by what is known 
as a “‘mark sensing device” at the rate of 
12 to 15 papers per minute instead of the 
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previous laborious method which took 
10 to 1§ minutes to correct one paper. 

The inventor and the engineer got so 
wrapped up in the problem of making 
the machine work that they forgot all 
about the customer. When I.B.M. first 
introduced it to schools and colleges for 
their use, there were a lot of complaints 
about sharp corners, position of the con- 
trol knobs, the fact that the operator had 
to stand up to operate it, etc. We got 
the problem after tools were frozen, and 
our job was to take the existing machine 
and provide I.B.M. and the users of their 
equipment with a more comfortable, 
more attractive and less expensive unit. 

A study of what the operators would 
like in this new machine and a motion 
study of their operating techniques and 
reactions to the old machines enabled us 
to reallocate the components into the 
positions shown on the finished design. 
This included a redesign of the feeding 
mechanism, centralized position for the 
dial, change of position for control but- 
tons, etc. We achieved the finished de- 
sign without a major tool change. 

The improved product is a much 
easier one to market and has three out- 
standing features for the advertising and 
sales departments to play up: ease of 
operation, lower costs and better appear- 
ance. 


Redesign for Distinctive Appearance 


The redesign of the cradle and hand- 
set of a telephone was necessitated by a 
desire on the part of CTE to obtain cross 
licensing patents from Western Electric 
Co. The primary objective was to pro- 
vide Connecticut Telephone & Electric 
Company with a telephone that looked 
different from the Western Electric 
phone and their other competitors. 

A study of the problem and compo- 
nents which had to be housed in the 
cradle case indicated the desirability and 
the possibility of supplying our client 


with a design that was more compact, 
functional and less expensive to manu- 
facture. 

By using a thermoplastic molding 
material which has better impact re- 
sistance than a die cast case or a thermo- 
setting plastic case, it was possible to 
develop and produce this new telephone 
at a saving of $.16 per unit and to pro- 
vide CTE with something new and 
different to talk about in their advertis- 
ing and sales campaigns. 

New assembly and maintenance fea- 
tures were included in the design. The 
major components are mounted on a 
panel separate from the wiring which is 
on a panel by itself. All soldered connec- 
tions were eliminated so that the new 
telephone can be assembled and repaired 
with one tool—a screw driver. 


Redesign to Lower Manufacturing Costs 


Our client, the manufacturerer of 
Wheeldex filing cabinet, had been strug- 
gling with the problem of maintaining 
his then present selling price on this item 
in the face of increased labor and mate- 
rial costs. We talked to his customers, 
file clerks and operators to find out what 
their preferences and needs were. 

We examined the old cabinet and 
found that it was constructed of 74 
pieces of material and that the use of 
solid lumber and plywood entailed con- 
siderable finishing time. The number of 
manufacturing operations in the cabinet 
was about 349. By the use of Masonite, 
less expensive than either plywood or 
solid lumber, which was bent in a press, 
we were able to reduce the total number 
of parts to 21 and the operations to 94. 
Think of it! From 74 pieces to 21; from 
349 operations to 94! These reductions 
resulted in part in a saving of 33 per cent 
per cabinet. (Another reason for this 
great cost reduction is that it is easier to 
finish Masonite than wood. There are 
fewer interstices to fill and the surfaces 
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require less sanding.) Moreover, the new 
design is better looking and easier to 
sell than the company’s previous design. 
In any event, Wheeldex is finding this 
to be true.! 


Redesign to Secure Efficiency 


Paper cups have many advantages 
from a sanitary standpoint. But when 
initially introduced into drug stores and 
soda fountains, manufacturers made no 
provision for sanitary and efficient 
handling. As a result the Health depart- 
partments in many cities raised hob with 
the stores about the way the cups were 
stacked on the counter and the fact that 
the soda clerks put their fingers inside 
the cups to pick them up. Something 
had to be done about this. 

We interviewed store owners, soda 
clerks, etc. and observed how they 
handled the cups and dispensed their 
drinks with their existing facilities. We 
observed and talked to hundreds of 
customers in order to obtain information 
to establish the direction the design 
should take to meet marketing and con- 
sumer needs. 

Our first approach to the problem was 
the development of a patented “magic 
grip” pickup made of a synthetic rubber 
material which when placed in the cup 
holder, will grip the cup, pull it out of the 
dispenser and hold it firmly in place while 
the cup is being used. 

Equally important was the redesign 
and development of a series of plastic, die 
cast and stainless steel cup holders and 
sundae dishes to meet economic market- 
ing and sales needs. Lily had a die cast 


1 4 marketing plus! The Masonite Company has seen 
in this new application of their material good advertis- 
ing ammunition and proposes to release advertising to 
stimulate the use of this material by other manufactur- 
ers in the office furniture field. In so doing, they will not 
only advertise the material but the name of the cabinet 
as well. This is a plus for Wheeldex, but their prime 
market story of course is, “A better product, at less cost 
to the user.” 


and several plastic holders in their line 
when we took on the assignment. These 
had to be redesigned for use with the 
“magic grip” pickup. Before any rede- 
sign was attempted, we made a careful 
study and analysis of how their existing 
equipment stood up in service and con- 
tinued further research to find better and, 
if possible, less expensive materials to use 
in the design of the new cup holders. 


RESEARCH AND TESTING NECESSARY 


As indicated by what has been said 
previously, we conduct a tremendous 
amount of market, consumer and mate- 
rial research before we start designing. 
Take the Lily case for example. When we 
had our preliminary sketches finished, 
we knew pretty well what the manufac- 
turing costs would be. Based on these 
facts, we made actual working models of 
our proposed designs which were tested 
in our laboratories and Lily’s to insure 
good mechanical operation, resistance 
to acids, alkalis, detergents, etc. We next 
checked the models with the Health 
Department and obtained its approval. 
Then Lily took them and placed them in 
spot locations in stores and conventions 
to insure consumer acceptance before 
production was entered into. 

But let us look at this case in a little 
more detail in order to gain some ap- 
preciation of the importance of research 
and testing under actual conditions. 


The Problem 


The basic problem was to develop a 
cup holder and a dispensing cabinet that 
would work together as a team. In addi- 
tion to this there were other important 
objectives. 


1. To provide Lily’s customers with 
servicing equipment that would speed 
up paper service at the fountain and 
make its use more economic and sani- 
tary. 

2. To provide Lily’s Sales Department 
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and wholesalers with new and better 
sales tools as an aid to the sales and dis- 
tribution of all their paper service 
products. 


The Solution 


As a result of a preliminary survey 
and conferences with Lily-Tulip Cup 
Corporation executives and salesmen, it 
became apparent that in order to achieve 
the objectives mentioned above it would 
be necessary to design the cup holder, 
pickup and cabinet concurrently. It 
also became apparent from a sanitary 
standpoint that it would be desirable to 
design a cabinet that would completely 
protect the paper cups from all the dust 
and dirt that flies through the air and 
eliminate the necessity of their being 
touched by human hands. 

To meet these needs and conditions 
the designers provided a new style 
dispensing cabinet, which will hold any 
three sizes of Lily-Tulip cups. Its design 
holds cups firmly in position during pick 
up operation and it is so compact that it 
provides a complete serving station in 
only 14 inches of space. While the de- 
velopment work on the cabinet was 
going on a study of methods of getting 
the cups out of the cabinet into a cup 
holder was undertaken and resulted in 
the invention and development of the 
“Magic Grip” pickup. 


Market Tests 


The designers then supplied appear- 
ance and working models of the dispens- 
ing cabinet and cup holders which after 
being passed upon by Lily’s Sales and 
Servicing Departments were placed in 
large chain drug stores in the Chicago 
and New York areas for tests by fountain 
operators and soda clerks. Tests and 
demonstrations were also conducted at 
the Dairy Industries Exposition in 
October, 1946 where between three and 
four hundred potential customers had an 


opportunity to examine the equipment 
in operation. All together several thou- 
sand potential purchasers indicated their 
approval of the equipment before pro- 
duction was entered into. 


Results 


1. Before tools were ordered for quan- 
tity production, this market testing had 
advanced far enough to indicate that 
sales would be in such volume as to 
amortize tooling costs within a reason- 
able period. Thus we were able to go into 
production with complete assurance that 
sales would justify the expense of tool- 
ing.? 

2. This equipment supplied Lily’s 
salesmen and wholesalers with a well de- 
signed, tested and approved dispenser 
which had a stimulating effect on their 
morale and made it possible for them to 
open many doors and new accounts for 
their paper service. It gave them some- 
thing new to talk about, an interrupting 
idea, making it possible for them to sell 
not only the equipment but their paper 
service as well to several new drug 
chains in the Midwest and other parts of 
the United States. 

3. The utility and efficiency of this 
dispensing equipment were so apparent 
that one Lily salesman calling on both 
old and new customers was able to sell 
400 cabinets from the photograph alone.’ 


2 The approved equipment went into production the 
latter part of 1946 and the first units were put on the 
market in June of 1947. The equipment is sold to retail 
outlets through Lily’s wholesalers at a nominal markup 
sufficient to cover handling and sales expense. 

3A typical expression of what this new dispensing 
equipment means and has done for hundreds of old and 
new customers is contained in an unsolicited letter from 
a store, in Jacksonville, Florida, which reads in part as 
follows: 

“Gentlemen— 

This is to inform you that I have installed in my place 
of business a complete paper service set-up, including a 
three-in-one cabinet, stainless steel holders for my cone 
cups and sundae dishes, aiso your Gem soda cup line for 
carry-outs. 

During the summer months I have an average of 1200 
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CONCLUSION 


Good design adds a lot to the ad- 
vertisability and promotional values of a 
product. Marketing men therefore have 
an inherent interest and responsibility 
in seeing to it that their company’s prod- 
ucts are well designed. Properly designed 
products are better made, more easily 
used, cheaper to make‘ and to sell. Prod- 
ucts that have been designed, engineered 
and styled to appeal to and satisfy cus- 
tomer needs will sell in sufficient quanti- 
ties to easily amortize the costs of 
development. 

Research and good design is a one- 
time investment which can be amortized 
over a period of years. Percentage-wise 
design costs for many products we have 
developed have been less than one-tenth 
of one per cent against dollar sales. And 
lots of times the savings have paid for 
the design cost ten times over. 

Every marketing man realizes that 
you have to constantly keep on justify- 
ing and selling your sales and advertising 
budget to management. Let us say, for 
example, that managernent is perfectly 
willing to okay a budget of $150,000 in 
The Saturday Evening Post. It is equally 
important to keep constantly at selling 
management on the benefits to be de- 








customer turnover at my fountain a day. I can honestly 
say that if it were not for the time saving method of 
serving customers that single service offers, I’m sure 
that I would have to increase my personnel from two to 
three, which in itself pays for my paper service. During 
the winter months I have one girl operating the foun- 
tain. 

Paper service enables me to give my customers a 
much more sanitary and quieter service. This in turn 
allows the help to enjoy a more pleasant atmosphere to 
work in. 

The magic grip in the stainless steel holder is cer- 
tainly a big improvement over the old plastic holder, 
not only does it speed up our service but holds the cup 
firmly in place so that cup and holder become one unit.” 

4 Obviously, one sure way to interest management is 
to show them that manufacturing costs can be cut. 
We'll be glad to supply any of you with further capsule 
case histories that point up manufacturing economies. 


rived from a one-time design project 
which might cost one-tenth to one-third 
the amount of your advertising program, 
but which might make your advertising 
in SEP much more effective. Actually, 
design costs relatively little compared to 
the sale and advertising costs that are 
necessarily greater or less fixed. Manage- 
ment will not balk at the expenditure if 
those responsible for selling help them 
understand the benefits. One way of doing 
this is to keep management executives 
posted on the progress of your competi- 
tors’ products, from the standpoint of 
appearance, function, performance, and 
selling prices. Another is to keep a file of 
comments that you have elicited from 
distributors, dealers, wholesalers, sales- 
men and customers on likes and dislikes 
of your products and your competitors’. 
If the same complaint keeps cropping up, 
there is probably a valid need for rede- 
sign. Sometimes one comment may open 
up ideas for product improvement or the 
development of a new product. 
Someone who is marketing, customer 
and sales minded should sit in on product 
design and engineering decisions, in 
order to help clarify and outline objec- 
tives. Quality, simplicity, good perform- 
ance, lower manufacturing costs and 
lower retail price should be stressed. 
Whoever does this should insist on the 
construction of working and appearance 
models so that the product may be 
thoroughly customer tested before the 
company spends money tooling up for 
production. This is where some projects 
go wrong, with the result that savings 
which should have been effected by bet- 
ter design are eaten up by needless pro- 
duction costs and heavy sales and ad- 
vertising expense. The design should be 
perfected and all the bugs ironed out 
before the company gets into production. 
This incidentally is where the outside 
engineering point of view is invaluable. 











OPPORTUNITIES IN MARKETING RESEARCH 


CHARLES J. DIRKSEN, University of Santa Clara 
AND 
LEWIS W. FORMAN, National Analysts, Inc. 


Eprror’s Note: Because of the widespread interest in 
the subject, the following survey is published, although the 
editors feel that the methods of selecting the sample and of 
obtaining replies from those selected are open to criticism 
and hence the findings may not be completely representa- 
tive of conditions generally existing in the field. 


INTRODUCTION 


ITHIN the past ten years several 
W excellent studies have been made 
of the nature and extent of marketing re- 


search in the United States. Some of the 
more important ones are: 


Marketing Research Activities of Manufac- 
turers, Market Research Series No. 21, 
U.S. Department of Commerce, Bureau of 
Foreign and Domestic Commerce, April 
1939. 

Research—A National Resource, III, Business 
Research. National Resources Planning 
Board, June 1941. 

Organization for Market Research, Parts I and 
II, Studies in Business Policy Nos. 12 and 
19, National Industrial Conference Board, 
Inc., November 1945 and August 1946. 

“Marketing Research in American Industry” 
Heusner, Dooley, Hughes and White, 
Parts I and II, THE JOURNAL OF MARKET- 
inG, April and July 1947. 


The survey reported here was under- 
taken to supplement, rather than super- 
sede, the above studies.! It was designed 
to obtain information that could be used 
in counselling college students and others 
who were interested in entering market- 
ing research work. Such persons fre- 
quently ask what type of organizations 

1 The authors would like to acknowledge their debt to 
Professor David E. Faville, Graduate School of Busi- 
ness, Stanford University, for his interest and helpful 


suggestions; also to Mr. H.S. Rodebaugh, Jr., of Na- 
tional Analysts, Inc., for his help in the tabulations, 


conduct marketing research, what kinds 
of personnel they select for this work, 
and what the salary possibilities are. 

Replies were received from 241 in- 
dividuals, 53 per cent of the total mail- 
ing. Of these, 176 (38 per cent of those 
canvassed) returned the filled-out ques- 
tionnaires in useable form. The majority 
of the remainder wrote letters covering 
one or more of the points in the question- 
naire. Some of these letters were quite 
detailed and informative, and have 
been abstracted in various sections of 
this report. 

On a type-of- business basis the sample 
consisted of: advertising agencies, mar- 
ket research and management consulting 
firms, manufacturers of consumer goods, 
manufacturers of industrial goods, pub- 
lishing and radio companies and “other 
types of firms’ (trade associations, 
wholesalers, retailers, etc.). Returns from 
these several types of concerns differed 
considerably. Tabulatable returns were 
received from 75 per cent of the manu- 
facturers of consumer goods, 57 per cent 
of the manufacturers of producer goods, 
47 per cent of the publishing and radio 
firms while returns from the market 
research and management consultant 
firms and from the “other” group only 
amounted to 18 per cent? and 15 per cent 
respectively. 

2 While market research and management consulting 
firms returned fewer questionnaires than the other 
groups, this was made up for, to some extent, by the de- 
tailed letters that many of them wrote. A quotation or 
two from these letters appear in this report, but, more 
important, these letters aided materially in interpreting 


the questionnaires generally and in arriving at conclu- 
sions contained herein, 
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The geographic distribution of the 
mailing was: East 61 per cent, Mid-west 
34 per cent, Pacific Coast 5 per cent. The 
returns were in roughly the same pro- 
portion: East 55 per cent, Mid-west 39 
per cent, Pacific Coast 6 per cent. 

Sufficient returns were received from a 
number of classes of firms to justify 
analyzing the results on a_ type-of- 
business basis. However, so few returns 
were received from transportation com- 
panies, trade associations, wholesalers 
and retailers, that their replies have been 
combined in the tables under the heading 
“Other Firms.” Although they were not 
obliged to do so, many of the responding 
individuals identified themselves. This 
permitted a qualitative appraisal of the 
sample.* 

The authors believe that this study is 
the first one to include information on 
organizations outside the field of manu- 
facturing. In addition to reporting on 
manufacturers, it reports on advertising 
agencies, publishers, radio networks, 
management consulting firms, and inde- 
pendent marketing research organiza- 
tions. It is also believed that this is the 
first study to report in any detail the 
salary levels for different types of posi- 
tions in this field of work. 

It is hoped that the findings will be 
helpful to those considering entering 
marketing research work, and to those 


3 The reader may be interested to know that some of 
the companies represented in this report are: Firestone 
Tire & Rubber Co.; National Biscuit Co.; General Mills, 
Inc.; Eastman Kodak Co.; Northwestern Mutual Life 
Insurance Co.; Armstrong Cork Co.; S.K.F. Industries, 
Inc.; Allis-Chalmers Manufacturing Co.; Westinghouse 
Electric Co.; Masonite Corporation; Columbia Steel Co.; 
American Airlines, Inc.; Erie Railroad Co.; The Kroger 
Grocery and Baking Cas .; Stop and Shop, Inc.; American 
Meat Institute; The Curtis Publishing Co.; Life Maga- 
zine; Crowell Publishing Co. Chicago Tridune: St. 
Louis Star-Times; Los Angeles Examiner; Columbia 
Broadcasting System, Inc.; Buchanan & Co., Inc.; New- 
ell-Emmett Co.; : Doherty, Clifford & Shenfield, Inc.; 
Gardner Advertising Co.; The Buchen Co.; Industrial 
Surveys Co., Inc.; Alderson & Sessions. 


who are frequently in the position of 
having to advise such persons. The find- 
ings may also be useful to those organiza- 
tions who are contemplating establish- 
ing marketing research departments and 
are wondering about the customary 
salary levels for different positions. 
Finally, organizations already maintain- 
ing marketing research departments can, 
if they wish, check their operation with 
other organizations of the same general 
type. 


METHOD AND SCOPE OF THE SURVEY 


The questionnaire used in this survey 
was mailed to 458 individuals selected 
from the national membership roster of 
the American Marketing Association in 
January, 1947. Since only one individual 
was selected in any firm, we may con- 
sider that 458 firms were contacted. In 
selecting the individuals and firms, con- 
sideration was given to geographic loca- 
tion, type of business, and the position 
of the individual within the firm with 
respect to its marketing research activ- 
ity. 


ComPANIES REPORTING MARKETING 
RESEARCH 


As the purpose of this study was to 
determine the present opportunities in 

marketing research, the analysis was 
limited to those companies conducting 
marketing research during 1946. 

Approximately 99 per cent of the com- 
panies replying to the questionnaire re- 
ported doing marketing research of some 
kind, either through an organized de- 
partment or through some executive in 
the concern. The one per cent which did 
not conduct marketing research were not 
included in this report. Ninety-five per 
cent indicated that they had a separate 
research unit or department in the com- 
pany. 

It will be seen from the above that this 
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is a selective sample rather than a cor- 
rectly apportioned cross-section of all 
firms of each type in the United States. 
This was intentional, since it best served 
the objectives of this study to contact 
those firms most likely to have marketing 
research departments and, hence, most 
likely to have full-time research person- 
nel. 

Of the companies doing marketing 
research, 75 per cent had part of their 
research conducted by outside organiza- 
tions during 1946. Considered by types 
of organizations, all replies were similar 
to this figure with the exception of the 
advertising agencies, of which 97 per 
cent had some research done on the out- 
side, and the “Other Types of Firms” 
group, which indicated an opposite 
tendency with but 47 per cent replying in 
the affirmative. Table I gives data for all 
types of organizations. 


TaBLe I.—Proportion or Firms Havinc RESEARCH 
ConpvucreD By OuTsIDE ORGANIZATIONS 


Per Cent 
Kind of Business | , 
- Y. No | No 
rs No 
: “ | Comment 
Manufacturing—predom- | 
inantly consumer goods 77 Ig | 4 
Manufacturing—predom- 
inantly industrial goods | 70 30 - 
Advertising Agencies | 97 | oi — 
Publishing and Radio 68 | 2 | 3 
Other Types of Firms 47 53 | - 
Total Sample a oo 2 


EsTABLISHMENT OF MARKETING 
RESEARCH DEPARTMENTS 


The recognition of the importance of 
marketing research since 1940 is demon- 
strated by the fact that the greatest 
growth in the establishment of separate 
marketing research departments took 
place during the World War II years, 
during which time 38 per cent of the 


departments had their inception, with 
an additional seven per cent being set 
up during 1946. 

Another significant commentary on 
the recency of acceptance of marketing 
research as a business tool can be found 
in the fact that 62 per cent of the in- 
dustrial goods manufacturers and $0 per 
cent of the consumer goods manufac- 
turers have established separate depart- 
ments during the past six years. 

It is interesting to note that 20 per 
cent of the reporting advertising agencies 
and seven per cent of the publishers 
established their departments before 
1920. 


S1zE OF DEPARTMENT 


The size of the median department was 
6 employees. This is somewhat greater 
than the weighted average of 3.7 em- 
ployees given in the report of the Com- 
mittee on Marketing Research of the 
American Marketing Association. How- 
ever, it must be kept in mind that the 
analysis of the Committee included only 
consumer and industrial goods manufac- 
turers. The average size department of 
6 employees found in the current study 
is a quantitative measure not only for 
the classifications of manufacturers but 
also for: advertising agencies, publishing 
and radio, marketing research service, 
management consulting, and the “Other 
Firms” category. Then, too, as previ- 
ously pointed out, this is a more selective 
sample. 

Of the total number of people devoting 
full time to marketing research in 1946, 
56 per cent were female and 44 per cent 
were male. The industrial goods manu- 
facturing group varied noticeably from 
this average, having a ratio of 63 per 
cent male to 37 per cent female. The pub- 

* Cf. Heusner, Dooley, Hughes, and White, “Market- 


ing Research in American Industry: I,” JourNAL oF 
MARKETING, Vol. XI, No. 4 (April, 1947), Pp. 353. 
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TasB_e I].—PerceNTAGE OF Firms EstTABLISHING MARKETING RESEARCH DEPARTMENTS 
IN SPECIFIED YEARS 





Before 





Total 





™ , 1920 | 
Kind of Business | s020 1929 | 
Manufacturing—predominantly | 

consumer goods | -— II 

Manufacturing—predominantly | 

industrial goods i = 8 | 
Advertising Agencies | 20 | 13 

Publishing and Radio 7 17 | 

Other Types of Firms ; — | 29 CO 

_= > = 7 

Total Sample | 5 | 14 | 





lishing and radio group varied in the op- 
posite direction with 24 per cent male to 
66 per cent female employees. 


TasBie II].—PercentaGe or MALE AND FEMALE Em- 
PLOYEES Devotinc FuLt Time TO MARKETING 
RESEARCH AT END OF 1946 











| | 
Kind of Business | Male | Female Pn ll 
Manufacturing—predomi-_ | 
nantly consumer goods | 46 | 54 | 100 
Manufacturing—predomi- | 
nantly industrial goods | 63 | 37 | 100 
Advertising Agencies | 39 | 61 | 100 
Publishing and Radio | % | 66 | 100 
Market Research Service or | | 
Management Consulting | 44 | 56 100 
Other Types of Firms | 52 | 48 | 100 
| | | 
Total Sample | 44 | 56 | 100 





SouRCcE OF PERSONNEL 


The opportunities for young men and 
women to enter the marketing research 
field directly from college or from some 
other type of work appear to be good. 
This is shown by the fact that 74 per cent 
of all those devoting full time to market- 
ing research as of the end of 1946 were 
originally hired from outside the com- 
pany for this specific purpose. 

The percentages for separate groups of 
companies varied from 48 per cent for 
industrial goods manufacturers where 
greater emphasis was put upon place- 


1930 | 1936 1941 | _— No 
1935 1940 1945 -| 4 Comment | Per Cent 
3 | 206 | ~ 10 ~- 100 
} 

8 | 22 | 51 11 — 100 
ae oe oe oe ee 100 
me | Be i wn lt 7 7 100 
— | ss | @ I 100 

| | 
—- | — | — | — — ‘ 
12 21 | 7 3 100 
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ment from within, to 87 per cent for ad- 
vertising agencies and 8g per cent in the 
case of publishing and radio. In the lat- 
ter two instances, those reporting reit- 
erated the fact that they looked upon 
the marketing research department as 
one of the best divisions in which a new 
person in the organization could be 
trained. 

TasLe IV.—PercentaGe OF THose Devotine Futi 


Time TO MarKeTING RESEARCH WHO WERE 
HIRED FROM OuTSIDE THE CompANY* 


Kind of Business 


Male | Female Total 


Manufacturing—predomi- | 


nantly consumer goods 59 62 63 
Manufacturing—predomi- 
nantly industrial goods 45 54 48 
Advertising Agencies 93 83 87 
Publishing and Radio 86 gl 89 
Other Types of Firms 62 64 63 
Total Sample 69 78 74 





* The data for the Market Research Service group 
were not included in obtaining the percentages in the 
table, since it is a natural characteristic of this group 
for 100 per cent of the employees to be hired originally 
for marketing research work. 


Previous EXPERIENCE 


Of the men who had been hired from 
the outside to do marketing research 
work, 56 per cent had previous experi- 
ence in this type of work. This per- 
centage was about the same for each type 
of organization. Among the women, 
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however, only 29 per cent had previous 
marketing research experience, and this 
figure varied from 15 per cent in the case 
of consumer goods manufacturers to 43 
per cent in market research and manage- 
ment consulting firms. 

As to amount of previous experience 
at the time they were hired, 33 per cent 
of the men had from one to five years ex- 
perience, 10 per cent had from six to ten 
years, and 13 per cent had more than ten 
years. In the case of female employees 24 
per cent had from one to five years ex- 
perience, 3 per cent had from six to ten 
years, and 2 per cent had over ten years 
experience. 

From a type-of-business standpoint, 
the figures were just about the same from 
category to category, except that the 
majority of men with more than ten 
years previous experience had been hired 
by marketing research or management 
consulting firms. 

Of particular significance is the fact 
that 65 per cent of the firms reporting 
stated that experience other than mar- 
keting research was a major considera- 
tion at the time of hiring. Prominent 
among other types of experience were 
the following: statistical, selling and 
merchandising, advertising, and applied 
economics. 


EpucaTIONAL ATTAINMENTS 


The importance of having a college 
education as background for men and 
women planning to enter the marketing 
research field is given weight by the fact 
that 88 per cent of the men and 58 per 
cent of the women hired from the outside 
to do this type of work had some college 
training. Of this number, 58 per cent of 
the men and 33 per cent of the women 
had earned bachelor’s degrees. 

As to the graduate degrees, 12 per cent 
of the men and 3 per cent of the women 
had master’s degrees, only one per cent 


of the men had doctor’s degrees, and only 
one of the reporting companies stated 
that it had hired a woman from the out- 
side with this degree. 


SALARIES 


In analyzing the salary distribution, it 
is apparent that remuneration in the 
year studied was in the moderate scale 
brackets to start and did not pass the 
$5,000 a year level until an executive or 
semi-executive status was reached. 

As one of the top consumer goods dis- 
tributors wrote, ““The trainees in our 
Marketing Research Department start 
at $35 a week. We have been advancing 
their salaries every six months, and after 
one year they are earning $45 per week. 
Our understanding with them is that at 
the end of three years when their train- 
ing course is completed they will earn a 
minimum of $60 a week. The manager of 
our department (he is not the director) 
earns over $5,000 a year. A well-qualified 
market research man, with, say, five 
years’ experience can easily command 
these days a $4,000 to $5,000 a year 
salary.” 

It is particularly interesting to note 
that, of the companies sampled, 41 per 
cent of all the male employees in mar- 
keting research received a salary in 
excess of $5,000 per year, and only 12 
per cent received less than $2,400. Among 
the female employees, only 1.5 per cent 
earned over $5,000 and about 75 per 
cent received less than $2,400. 

The one group which seemed to be 
compensated at too low a level in view 
of the importance of its work was the 
Full Time Interviewer category. In this 
group, 70 per cent of the male and 87 
per cent of the female employees earned 
less than $2,400 per year. An executive 
in marketing research expressed this 
viewpoint on the matter by writing; 
“In my opinion the people in marketing 








42 


THE JOURNAL OF MARKETING 





TaBLe V.—PERCENTAGE DISTRIBUTION OF EMPLOYEES BY SALARY CLASSES IN SPECIFIED 
Types OF MARKETING RESEARCH WorkK 
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research do not pay the interviewers 
adequately. We all recognize that the 
studies made are dependent upon how 
well the job of interviewing is performed, 
and yet, we do very little to pay a salary 
which is large enough to attract the kind 
of people we need to do this type of 
work. In our own organization, we have 
as good a field group as one will find, and 
still I know if we would only pay more, 
we could secure more qualified personnel. 
I believe in the near future companies 
will begin to recognize this more fully 
and start paying salaries which will 
attract the top graduates from colleges 
to do this interviewing work. It is my 
belief that a job in interviewing is the 
best way for a young man or woman to 
begin a career in marketing research.” 

The salary potential for market re- 
search directors was adequately ex- 
pressed by a partner of a leading mar- 
keting research organization in the fol- 


lowing statement, “Market research di- 
rectors in established companies are 
generally paid $12,000 and up, with a 
number of leaders in the field receiving 
in excess of $25,000. As to even greater 
earnings, the market research profession 
is likely to serve more and more as an 
escalator leading to positions in top 
management. Already it is possible to 
name a number of presidents and vice- 
presidents in leading corporations who 
came up through this route. Research 
assistants and clerical workers in market 
research departments in many compa- 
nies are getting somewhat more than the 
scale for similar workers in other de- 
partments.” 


SUMMARY—CONCLUSIONS 


1. The opportunities appear to be 
good for young men and women to enter 
the marketing research field directly 
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from college or from such other types of 
work as selling, advertising, or statistical 
work. 

2. Previous direct experience in mar- 
keting research work is not essential, 
but appears to be a more important req- 
uisite in the case of men than in the 
case of women. 

3. Specialized training in the field 
of statistics, marketing, economics, and 
similar subjects was considered desirable 
by firms who hire persons from the out- 
side for full-time marketing research 
employment. 

4. In analyzing the salary distribu- 


tion of those reporting, it is apparent 
that remuneration is in the moderate 
scale brackets to start and does not pass 
the $5,000 a year level until an executive 
or semi-executive status is reached. 

5. It should be kept in mind that the 
potentialities of a marketing research 
position may be greater than promotion 
within the company’s marketing re- 
search department. Many firms consider 
this department to be an excellent train- 
ing ground for other and better paid 
types of work. In a number of instances 
marketing research positions have led to 
top executive posts. 











THE MOVEMENT OF PEOPLE: A FIELD 
FOR MARKET RESEARCH 


A. B. BLANKENSHIP* 
A. B. Blankenship 8 Associates 


INTRODUCTION 


HOSE engaged in marketing have 
long since turned their attention to 
the problems of transporting goods to 
the market. Yet only recently has the 
question of getting the market to the 
goods become of great interest to mar- 
keting men. Most marketing experts still 
do not appreciate the fact that the so- 
called ‘‘traffic study” is definitely within 
the scope of their interests and activities. 
The traffic study, for purposes of this 
paper, may be defined as a study of the 
nature of the movement of people 
within a market area.! It may, for ex- 
ample, include a total count of the per- 
sons entering the downtown area of a 
metropolitan community on a typical 
business day. The traffic study may be 
much simpler than this—it may merely 
provide a statement of the number of 
pedestrians or vehicles passing a given 
point. 

The methods and use of simple traffic 
counts are well known to marketing men 
in the field of store location and layout. 
Traffic counts help, in large part, to 
determine where a retail store will be 
located. Yet it is not so widely realized 
that almost any kind of a traffic study 
properly falls within the scope of market 
research. It is the purpose of this paper 
to show some of the basic methods and 
applications, in an effort to indicate to 


* The writer wishes to thank R. A. Mitchell, Phila- 
delphia City Traffic Engineer; and J. B. Ecker, Director 
of Research of the Capital Transit Co. (Washington) 
for their critical reading of the manuscript. 

1 As will be shown, the traffic study may also involve 
data on the movement of passenger vehicles. 
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marketing men that this is a proper field 
for their attention. 

Before considering the basic methods 
used in traffic studies, a word or two 
about the attitude necessary in conduct- 
ing such studies is required. 

To begin with, the careful traffic re- 
searcher knows that he cannot operate 
in a vacuum. He cannot consider only an 
isolated segmentof the problem,any more 
than can the researcher operating in the 
more commonly-accepted fields of mar- 
ket research. 

For instance, even in a store location 
trafic check, the researcher realizes 
that his traffic count past the considered 
location is only one of many indications 
of his recommendation. He must con- 
sider the various economic factors such 
as whether the particular section is on 
the downgrade, whether it is in line of a 
general movement of the business area, 
etc. Moreover: What about that new 
expressway that will be completed with 
an entrance and exit only a block from 
the presumed location? What about the 
possible competition of the store di- 
rectly across the street? 

So it is in the conducting of any traffic 
study, even if its purpose is to help the 
municipality in determining traffic regu- 
lations. What will the placing of a 
traffic signal at this particular intersec- 
tion do to the traffic on a nearby through 
traffic street which has no signals? Will 
it create a load so heavy on that side 
street that it will lead to more, rather 
than less congestion? 

The traffic study is nothing more than 
placing of the microscope on a segment 
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of an area. But that segment cannot be 
too limited; if it is, the researcher will 
not only lose sight of his over-all prob- 
lem, but his recommendations may be 
diametrically opposed to the goal he is 
trying to reach. 


Metuops Usep 1n TrAFFic STUDIES 


Basically, there are three methods of 
collecting data for traffic surveys: the 
observation method, the questionnaire 
method, and the historical method. 
Under each of these there are many pos- 
sible variations; this paper will merely 
highlight some of the major forms. 

(1) The observation method. Like any 
market research project, the surveyor 
must first define his problem. Is it to 
improve the vehicular traffic situation? 
Does it involve store locations? Has it 
some other application? 

More specifically, what possible forms 
can his recommendations take, based 
upon the project he has outlined. Unless 
the recommendations can be definite, 
and unless they are applicable to the 
problem at hand, the recommended pro- 
cedure is of little value. 

Under the observation method, there 
are at least five variations in method: 
the cordon count, simple counts, parking 
counts, speed-delay studies, and mis- 
cellaneous observation methods. 

(a) The cordon count. This is one of 
the most common of the observation 
methods in traffic studies, and is partic- 
ularly useful for traffic studies conducted 
for municipalities. While it can take 
many forms, it basically amounts to 
the stationing of one or more observers 
at intersections ringing the defined sec- 
tion of the city. The purpose is to make 
a count, by periods of the day, of all 
traffic entering and leaving. Thus it is 
possible to state, for each period of the 
day, the number of people or vehicles 
within the section.” It is also possible, 


with a specially designed procedure, to 
measure the kind of vehicles (buses, 
trolleys, private autos, taxis, trucks, 
etc.). 

(b) Simple counts. This is another 
common form of the observation method 
and one which is commonly known to 
market research personnel for its use in 
other situations. If the problem is merely 
to determine whether a traffic signal 
should be placed at a given intersection, 
then a traffic count at that intersection, 
combined with consideration of neigh- 
boring streets and intersections may 
provide the answer. 

The simple traffic count is probably 
most common in its use by a retail store, 
whose management wants to measure 
pedestrian traffic past a possible location 
or past departments within an existing 
store. 

Some of these simple traffic counts— 
at least those designed to measure vehic- 
ular trafic—are facilitated by use of 
mechanical devices. Many motorists 
have had the experience of going over a 
rubber-encased counting device, lying 
across the road. The electric eye has also 
been successfully used, where there is 
one-line traffic. 

(c) Parking counts. A similar form of 
the count is especially adapted for stud- 
ies of the parking situation. From careful 
observation and recording, at stated 
intervals of the day, of all vehicles 
parked within a given area, it is possible 
to come out with a statement of the 
load, by hours, and the degree to which 
on- and off-street facilities are handling 
it. 
(d) Speed-delay studies. These are still 
another form of observation study. A 
typical case in point occurs when a 
driver and observer sample street con- 


2 Obviously the count of people is complicated by 
transit passengers, but there are reasonably accurate 
methods for doing this. 
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ditions at different times of day, re- 
cording the time taken to travel each 
block, the nature of delays incurred, and 
the like. A simpler type of speed study is 
conducted by the officer who knows 
when a motorist has gone over one 
stretched cable, and can, merely by 
timing, stop the speed violator when 
the second cable is touched. This is 
indeed an age of mechanical wonders! 

(e) Miscellaneous observation methods. 
A somewhat novel sort of observation 
study was recently provided by Robert 
A. Mitchell, City Traffic Engineer of 
Philadelphia. Mr. Mitchell spent the 
better part of a day aloft in a plane, 
observing, particularly during rush hours 
the location and nature of traffic tie- 
ups. This provided an over-all picture 
which could not have been obtained in 
any other way. 

Another unusual application of the 
observation study was recently used on 
behalf of a taxicab company. Opposition 
to the company claimed, among other 
things, that the company was biased 
against negro passengers. Witnesses were 
produced who claimed to have been 
discriminated against. A research organ- 
ization was employed, without knowl- 
edge of starters and drivers of the 
concern. Observation of passenger treat- 
ment, under controlled conditions, was 
made at loading stands. Not so much as 
a single case of discrimination was ob- 
served. The research executive had an 
easy time of it on the witness stand. 

(2) The questionnaire study. There are 
three major types of questionnaire study 
used in traffic surveys. When classified 
on the basis of questionnaire content, 
they may be termed the origin-destina- 
tion study (O-D), the mode of transpor- 
tation study, and the supplementary 
study. 

(a) The origin-destination study. As 
with any of the questionnaire studies 


outlined, the basic method may be either 
a personal interview, or a mail question- 
naire. Historically in the traffic studies 
conducted for municipalities or transit 
systems, the questionnaire is handled 
by mail. Recently, with developments 
made by the Public Roads Administra- 
tion, a random method of house-to-house 
interviewing is gradually establishing 
acceptance. 

In the origin-destination study, an 
effort is made to trace the route followed 
by the particular traveler, and, where 
possible, to relate it to the method of 
transportation used. This particular 
application is always possible with the 
house-to-house survey, or with other 
surveys on which there is a real cross- 
section of population. With proper 
sampling, for instance, is is possible 
to measure, on a cross-section basis, 
the origins and destinations of the riders 
of a particular transit line. 

The results of the O-D study are 
commonly plotted on an area map, with 
symbols to indicate, in each direction, 
the number of persons originating and 
arriving at given sub-areas. Such results 
show the points at which concentration 
of flow occurs, and highlights the spots 
that need attention in the over-all pic- 
ture. 

The need for a personal interview 
method is clear; it is only by such an 
approach that one can be sure of a well- 
selected sample. Yet, with the exception 
of the work done by the Public Roads 
Administration, the usual way by which 
this study is handled is by leaving post- 
cards underneath the windshield wipers 
of cars parked in the area, or by handing 
such cards personally to people riding 
on transit lines, or those passing a given 
point. 

There is at least one case in which 
the postcard method proved to be ac- 
curate. The Capital Transit Company, 
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of Washington, D. C., conducted an area 
sample study of origin-destination within 
one section of the city. The major transit 
line covering that area was later covered, 
and passengers on the line were handed 
O-D postcards. The results, as plotted 
by the two methods, were markedly 
similar. 

(b) Mode of transportation study. This 
is a questioning process designed to 
measure the method of transportation 
used by the individual to arrive at his 
destination. When the origin-destination 
study is on a personal basis, or where 
the postal placement method is not 
restricted by the nature of transporta- 
tion, then mode of transportation is fre- 
quently combined with the O-D study.® 

Two forms of the mode of transporta- 
tion study are common among traffic 
engineers. One is the survey of shoppers; 
the other is the survey of employees. In 
the former case an effort is made to 
interview a cross-section of shoppers 
within the defined area; in the latter, an 
effort is made to obtain a cross-section of 
employees. Since statistics are commonly 
available for employees, but not for 
shoppers, the problems of sampling are 
much simpler with the employee study. 

(c) The supplementary study. The sup- 
plementary study is a questionnaire 
study used to throw further light on the 
findings of another survey—usually an 
observation method. The supplementary 
study may be designed to find out why 
people behaved as they did, or to obtain 
other detailed facts about some of their 
movement behavior. 

It may be desired, for example, to find 
out why people entered the area—whe- 
ther for shopping, business, amusement, 


3 Since, by definition, the mode of transportation 
study measures the proportionate use of each method of 
transportation (bus, street car, private auto, etc.), it 
cannot be used in connection with an O-D study con- 
ducted on only one method of transportation. 


or some other reason. If the sponsor 
needs to know how far their destination 
was from the end of their transportation, 
the supplementary study can be designed 
to obtain the answer. If it is necessary 
to learn how frequently the individual 
enters the area, this, too, can be de- 
termined through the supplementary 
study. 

The personal interview method, con- 
ducted on a sound basis, makes it pos- 
sible to obtain such information at little 
additional cost. Yet in the traffic field, 
it is still much more common to use a 
personal interview of those you happen, 
by chance, to get; or a questioning of 
transit riders, such as the cross-section 
happens to be. Any of these methods 
leaves considerable doubt about accu- 
racy. 

(3) Analysis of existing statistics. A 
third method of traffic study cannot be 
overlooked. This method examines 
known data—registration of vehicles 
over a period of years, parking meter 
data over a time period, transit fares, 
population trends, indications of in- 
dustrial and commercial change—and 
attempts to come up with trend lines 
and predictions of traffic conditions in 
the future. The method is of particular 
use when the conditions studied, through 
the other methods outlined, can be cor- 
related with the trend statistics. 

The method, alone, seems of little 
value. Its best use occurs when it is com- 
bined with traffic data obtained through 
observation and questioning. For then 
a prediction of the background factors 
makes it possible to predict the traffic. 

This is not a new method, except, 
perhaps, in its application to the traffic 
field. Economists have used the pro- 
cedure for years in predicting industrial 
or company trends. It has also been 
used, in the past, for the prediction of 
the future of particular company loca- 
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tions, so pertinent to the traffic field. 
THE ANALYsIs OF RESULTS 


Perhaps the marketing man will ob- 
tain a clearer concept of the applications 
of these studies if some of the standard 
ways in which the results are analyzed 
are briefly discussed. 

Essentially, it is clear that all of these 
traffic studies serve as a measurement 
of one form or another of vo/ume. Those 
in the traffic field are used to making 
these volume analyses in somewhatstand- 
ard fashion, with modifications to meet 
the particular situation. There are three 
main types of traffic measurement: total 
traffic flow by area, total vehicles or 
persons stationary within an area, and 
total persons or vehicles within an area. 

(1) Total traffic flow by area. In this 
measure, the purpose is to come out 
with a statement on the dynamics of the 
movement. Particularly through the 
origin-destination survey, it is possible 
to plot on a map the total traffic (ve- 
hicles or persons, depending on the study) 
flowing into and out of a given area. 
This is commonly shown by bar charts 
or circles of varying sizes superimposed 
upon a large map, which provides an 
easy comparison of relatives by area. 
Use of different colors for inbound and 
outbound traffic may be useful. Or, the 
flow may be broken down by hours of the 
day, particularly where it is desired to 
indicate the relative importance of the 
flow during the morning and evening 
rush periods. It may also be shown by 
method of transportation. 

Note that in this measurement it is 
only flow that is being measured. The 
units are no longer counted in this flow 
once their movement has ceased. The 
parked car is not counted. 

(2) Total stationary trafic within an 
area. Stationary traffic refers to indi- 
viduals or vehicles which are not using 


up the traffic arteries at the moment. 
This is a static count, as contrasted with 
the dynamic type. Thus the shopper, for 
purposes of this statement, is stationary 
as soon as he gets to his store destination. 
The parked car is similarly stationary. 

In parking studies, whether these are 
curb studies or off-street (lot and ga- 
rage) surveys, the method is definitely 
circumscribed. By periods of the day, 
the load against the capacity is indicated 
certainly in a statistical table, and per- 
haps also on marked maps. Totals for 
the business day are normally indicated 
and it is possible, through techniques 
accepted by the traffic industry, to 
measure both use and demand of such 
space.‘ 

It is also possible, through O-D studies 
and others, to determine how long an 
individual (as opposed to a vehicle) 
stays within a given area. Thus it is 
possible to come out with summaries 
similar to those above for the stationary 
population within an area (even within 
blocks) for different time periods of the 
day. Such information will usually be 
of more interest to those in marketing 
than to those directly in the traffic field. 

(3) Total persons or vehicles within an 
area. This summarizes data referring to 
the dynamic and static traffic mentioned 
previously. It can be obtained, of course, 
by putting together the various data 
obtained above. If only a total count is 
wanted, without breaks into moving 
and stationary traffic, there is a simpler 
and less expensive method. 

The cordon count is the basis. By 
means of this method it is possible, by 
adding the inflowing traffic by periods 
of the day, and subtracting the outflow- 
ing traffic, to obtain an accumulation 


‘ For a discussion of such measures, see R. H. Bur- 
rage, “Revised Procedure Techniques for Parking Stud- 
ies,” 1947 Proceedings, Institute of Traffic Engineers, pp. 
39-49- 
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curve which shows the total vehicular or 
individual count within the area studied. 
Where desirable, it is possible, through 
use of personal interviews, to break this 
down according to the nature of busi- 
ness; those in dwelling units, those en- 
gaged in shopping, those working at 
place of business, those working at places 
other than business (salesmen, delivery 
personnel, etc.), and those seeking food 
or entertainment. It is one of the best 
possible ways for the marketing man to 
define the activities of an urban popu- 
lation quantitatively, and no one in the 
marketing field has yet made use of the 
device. 


APPLICATIONS OF TRAFFIC STUDIES 


The major applications of these stud- 
ies can most easily be summarized under 
three headings: how municipalities can 
make use of such studies; how transit 
lines can use them; and how non-transit 
enterprises can use such surveys. 

(1) Municipalities. Generally speak- 
ing, this application should be obvious. 

In 1945, Philadelphia, in common 
with other cities of the United States, 
was faced with an increasingly serious 
problem of traffic congestion. With its 
narrow streets in downtown Philadel- 
phia, the problem was difficult. A ten 
block trolley ride was likely to take fif- 
teen or twenty minutes. 

A series of studies was undertaken. 
Traffic flow was analyzed. The parking 
load, both on- and off-street, was care- 
fully measured, hour by hour. Down- 
town shoppers and employees were 
questioned about their methods of trans- 
portation. 

The results were amazing. To begin 
with, some 40 per cent of the cars parked 
in the downtown area were violating one 
or more traffic regulations. In addition, 
it was found that the congestion was 
worst on some of the main streets. Park- 


ing was eliminated on these streets. Rec- 
ommendations for underground parking 
facilities to relieve the parking load were 
made, and there are indications that 
the city is now ready to move on the 
first of these. 

Following the study and application 
of some of the recommendations, the 
situation improved markedly. Traffic 
speed rose some $0 per cent, according 
to municipal studies, accompanied by a 
30 per cent reduction in accidents. The 
transportation company reported a high 
rate of increase in the speed of its ve- 
hicles, with a marked economic saving, 
since the same number of vehicles could 
cover more passenger miles per hour. 

It should be pointed out that munici- 
palities can use traffic studies in three 
ways: street and highway planning, 
parking planning, and traffic facilita- 
tion. 

Flow studies, for instance, can be used 
as indicative of where expressways are 
required, as well as their nature, and 
ingress and egress points. Analysis of 
existing statistics, with future predic- 
tions of load, are also of vital importance 
in this connection. 

The applications of such studies to 
parking needs are also of great impor- 
tance; many traffic engineers consider 
that the answers to the parking situation 
are almost an answer to the flow prob- 
lem. Provide sufficient parking space, so 
the argument runs, and you have taken 
care of flow and congestion. 

Traffic studies certainly do give a real 
answer to parking needs. Well designed 
studies can indicate not only the general 
areas in which facilities are needed, but 
also the size and nature of the facilities 
that ought to be offered. Economic stud- 
ies can determine the precise locations 
where such facilities should be placed, 
and ways and means of financing them. 

Properly designed traffic facilitation 
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methods can also be indicated by prop- 
erly designed traffic studies. The modifi- 
cation of regulations (parking, loading 
zones, speed) may be indicated. Perhaps 
enforcement is not the strict process it 
should be; or the practice of “fixing” 
parking and traffic tickets may vitiate 
all efforts to relieve the situation. Simi- 
larly, the stationing of police and traffic 
signals may well be indicated. 

(2) Transit lines. Transit companies 
have problems very similar to those of 
municipalities. Comparable to the street 
and highway planning is the broad sub- 
ject of planning routes (whether these 
currently exist or not). And the problem 
of traffic facilitation occurs in both. 

The Capital Transit Company, of 
Washington, questioned whether one of 
its existing trolley routes was adequate 
for the needs of the community it served. 
An origin-destination study revealed that 
the area could be better served by re- 
routing. There were too many transfers 
involved for the majority of the group 
to get to their destination easily. 

The company saw that bus routes, 
with their flexibility, would provide a 
much better answer to the need. The 
company, based on these facts, as well 
as other important considerations, made 
application to the Public Utility Com- 
mission for change of equipment and 
routes. 

In Philadelphia, there has been con- 
siderable discussion on the extension of 
one of the subway routes. The one defi- 
nite thing is the final destination point 
of this extension. But there are alternate 
routes, and alternate positions at which 
to place the stations. A large-scale origin- 
destination study, currently being con- 
ducted in Philadelphia, will help to 
supply some of the answers in terms of 
the needs of that section of the city. 

In New York City, in the past, the 
transit lines have had the passengers 


themselves help to conduct the study. 
Passengers on subway-elevated routes 
were handed identifying cards at the 
time of their entry onto the line, with 
the request that they turn in the card 
to an attendant at the point where the 
final vehicle was left. This of course, was 
nothing more than an origin-destination 
study. The particular purpose was con- 
nected with some of the problems of 
unifying the three transit companies 
serving the city. Questions of where to 
have free transfers, and where to require 
paid transfers, could not be adequately 
answered until the major transfer points 
and their loads, as well as the distance 
traveled by each passenger had been 
determined. A decision based upon effect 
on revenue, and equitable to the mass of 
riders, could then be made. 

The origin-destination study is also 
helpful to the transit company in solving 
the question of “‘turn-backs.” At certain 
times of the day, it is most feasible to 
have the particular vehicle begin its 
return trip before the end of the line 
has been reached. Typically, this prob- 
lem is solved by a trial-and-error process. 
Gradually, volume studies and origin- 
destination surveys, analyzed by time 
of day, are providing a more definite 
answer. 

(3) Non-transit enterprises. Certain 
private enterprises, over and above 
transit lines, benefit markedly from vari- 
ous types of traffic studies. 

Specifically, there are two groups of 
business that have a direct interest in 
traffic research: The advertiser (or the 
medium), and the retail store. 

The advertiser is interested in traffic 
counts as measures of the potential audi- 
ence he may be able to reach by outdoor 
advertising, or by car cards. Thus, it is 
common to find the advertiser wanting 
to know how much traffic passes a 
signboard before he will sign for use of 
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that space. And transit surveys, in order 
to show volume and nature of passengers 
so that display space can be sold, are 
common enough to be known to almost 
everyone in the market research field. 
It is rather interesting and significant to 
find that the traffic research project 
planned by the market research tech- 
nician is much more likely to be based 
upon sound sampling procedures than 
is the municipal study or transit study, 
planned and carried out by traffic en- 
gineers or city planning groups. 

The retail store, as indicated, is also 
greatly interested in traffic studies, es- 
pecially designed for it. Such studies can 
aid tremendously in store location and 
design, as well as store layout. 

Consider the bank that purchased 
property in downtown Philadelphia, at 
one of the busiest intersections. Its 
first problem was where to place the en- 
trance. A pedestrian count was made on a 
typical day, with the result that the bank 
knew it would be placing the entrance 


on the more heavily travelled street. 

Store location and related problems 
are so well-known to those in the market 
research field that little additional in- 
formation is needed here. 


CONCLUSIONS 


In closing, it is to be hoped that the 
interest of market researchers in the 
field of traffic research can be stimulated. 

1. Such studies definitely fall within 
the scope of marketing. Not only do they 
concern the movement of markets to 
goods, but they also vitally concern the 
rise and fall of entire shopping areas, due 
to traffic problems. 

2. Traffic studies can and should make 
use of the proven methods of market 
research. Market research technicians 
can make many contributions to the 
improvement of traffic studies. 

3. The application of traffic studies 
are of principal use to the municipality, 
and transit line, and to non-transit en- 
terprises. 








WHAT SALES MANAGEMENT EXPECTS 
FROM RESEARCH* 


ROBERT F. ELDER 
Lever Brothers Company 


INTRODUCTION 


T Is close to impossible to generalize 
l about what sales management ex- 
pects from research. The degree of af- 
finity between people engaged in sales 
management and people engaged in 
market research ranges all the way from 
violent allergy through aloof tolerance 
to enthusiastic and productive coopera- 
tion. 

There are still some sales executives 
who expect nothing from research and 
fervently pray to be delivered from it. 
We can dismiss them with a mention. I 
only wish that such men were directing 
sales for our competitors. 

Much more common is the situation 
where sales management recognizes that 
research can be a valuable aid and tries 
to use it, but does not know very much 
about what it is entitled to expect. Too 
often sales management expects too 
little, and thereby fails to get more than 
a fraction of the help research can give. 
Such managements are frequently not 
stingy about expenditures for research. 
They buy surveys, and often they main- 
tain research specialists to perform the 
miracles that the profession is sometimes 
credulously supposed to produce. The 
tragedy is that all too often the result 
is disappointing. Beautiful reports, im- 
pressive charts, and tables of figures may 
give a business a semblance of that ‘““New 
Look,” but they have in themselves no 
power to add a single cubit to the stature 
of a profit-and-loss statement. 

I know of relatively few situations 


* Talk delivered before American Marketing Associa- 
tion in Chicago, December 1947. 
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where sales management and research 
are so integrated that management 
knows fully what it ought to expect, and 
get real help. By “real help” I mean much 
more than assistance in minor operating 
details, useful as that may be. 

I am going to direct attention mainly 
to the difference between the many situ- 
ations where sales management respects 
research and tries to use it, but with 
rather modest results, and the few situ- 
ations where research is really a vital 
and productive ally of sales management. 
From my own observation, I do not 
think the difference is any matter of 
magical techniques. It is not a matter of 
the personal equation, except to the ex- 
tent that good management always de- 
pends on harmonious team-play by indi- 
viduals. It is, I think, primarily a matter 
of point of view, and secondarily a mat- 
ter of organization. 


PoTENTIALITIES OF RESEARCH 
DEPEND ON MANAGEMENT 


Point of View 


I believe it was Kettering who first 
said ““Research is a state of mind.”’ What 
any management gets out of any form of 
research depends first and foremost on 
whether it feels it knows everything or 
wants to know everything. Men who 
have won their spurs in management are 
likely to be pretty strong-minded indi- 
viduals. They have accumulated a lot of 
experience, and the passing years often 
increase their reverence for that experi- 
ence. There is a very understandable and 
very human tendency to accept what 
squares with one’s own past experience, 
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and to reject that which looks inconsist- 
ent with it. 

An indictment of more than a few 
sales managements, therefore, is that 
they expect from research, in the main, 
only verification of what they are sure 
they know. Yet when we really analyze 
the problem, the only way research can 
be of real value to management is by 
depicting changes as they occur. The real 
reason for research is that the policies 
and methods which were right ten, 
twenty, or thirty years ago are more 
likely than not to be wrong, or at least 
to require some modification today. 
Likewise, many things which are right 
today will not be right tomorrow, and 
the Devil still has a way of taking the 
hindmost. 

So before any sales management can 
expect more than routine help from re- 
search, it must be deeply convinced that 
experience is a safe guide only as it is 
tempered with a strong consciousness 
and a welcoming of the inevitability of 
change. When management gets to that 
point it is entitled to expect a great deal 
from research. 


Organization for Communication 


Expecting and getting are sometimes 
two different things, and there is very 
often a missing link between the two. 
Sales management is a full-time job. 
There is always a back-log of problems 
that require immediate decision. It often 
seems that as one is solved, two new 
ones spring up. Every man who has ever 
run a major operating job knows how 
practically impossible it is to get one’s 
mind beyond the present or the very 
close-range future. 

By its virtually unavoidable need to 
concentrate on the present, therefore, 
sales management is likely to find itself 
able to ask only for research of current 
importance, and it often finds itself ask- 


ing for help too shortly before the time 
when a decision must be taken to allow 
a really adequate research job to be 
done. 

The missing link is the problem of 
intercommunication, of mutual under- 
standing of problems,—in short, of 
liaison. The fact that this link is so often 
missing is, I think, very largely an in- 
dictment of the market research profes- 
sion. It is not particularly difficult today 
to conduct sound market research. 
Techniques, while not perfect, are ade- 
quate for most problems that arise. The 
real problem is to plan what research 
shall be done, and to see that it is effec- 
tively utilized. That means anticipating 
the problems which management is 
going to face months ahead, and seeing 
that all possible useful evidence is ready 
when the crucial moment comes. It may 
mean convincing management that a 
problem exists of which it is as yet una- 
ware. 

Far too many people in the market re- 
search field content themselves with do- 
ing what they are asked to do, doing it 
with professional soundness, and then 
leaving it to somebody else to see that 
something is done about it. They insu- 
late themselves, or let themselves be in- 
sulated, from the problems of manage- 
ment. Yet if research is not a vital part 
of management, it cannot make more 
than a small part of its potential contri- 
bution. 

In an organization built to meet the 
stress and strain of tomorrow’s compe- 
tition, sales management will find the 
research function set up on an independ- 
ent, and perhaps on a coordinate basis. 
The research unit will have no operating 
responsibilities. It is a staff function. It 
will have no authority. Its sole responsi- 
bility will be to see that management 
gets the fullest possible benefit from the 
resources and tools of modern market 
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research, to the end that management 
mistakes, whether of commission or 
omission, may be held to a minimum. 


Wuat SALEs MANAGEMENT CAN 
Expect oF RESEARCH 


Bill of Particulars 


In such a set up, a bill of particulars as 
to what sales management can expect 
from research would read something like 
this: 


. It can expect that market research will 
keep top management posted on the ex- 
tent to which products are in line with 
current consumer needs and desires; 
so that salesmen need not beat their 
heads against a wall of sales resistance. 

2. It can expect accurate information as 
to the size of each product’s market, 
whether it is growing or contracting, 
and how fast. 

3. It can expect an accurate appraisal of 
competitors’ strengths and weaknesses. 

4. It can expect a reliable measure of the 
probable effect of price on the amount 
of product which will be taken by con- 
sumers. 

5. It can expect a clear picture of current 
consumer demand and that expected 
in the near future, for each product in 
each market area, so that reasonable 
quotas may be set. 

6. It can expect analyses of the results 
typically produced by various types of 
sales promotion devices, in so far as 
past experience and observation has 
permitted such studies. That helps sales 
management choose the right tool for 
the job to be done. 

7. It can expect the “know-how,” facili- 
ties, and willingness to conduct tests of 
sales methods, promotions, displays, 
etc., as they may be requested by sales 
management. 

8. It can expect initiative in digging out 
and passing on sales or merchandising 
methods, ideas or devices used in a vari- 
ety of fields which may possibly prove 
useful to sales management. 


g. In cases where distribution is indirect, 
it can expect an accurate analysis of 
the movement of goods from the time 
of sale to the time of consumption, with 
data on the state of inventories in the 
hands of distributors and, where this is 
of importance, of stocks in consumer 
hands. 


It will be noticed that this list very 
carefully avoids interference by the re- 
search function in the operations of the 
sales department. It also avoids duplica- 
tion of effort. The research division, for 
instance, ought not to be expected to 
collect and analyze sales statistics. Those 
are internal control figures which sales 
management must have to regulate its 
routine operations, and it is not sound 
management theory or practice to mix 
up research with routine operating con- 
trols. Sales management can and should, 
however, expect help from research in 
comparisons of its sales statistics with 
external measuring sticks, such as buy- 
ing power indices, measures of potential, 
etc. 

Equally, I do not think it is a proper 
function of a research division to set 
sales goals for a future period, or to fi: 
quotas for salesmen. Those are beyond 
all doubt sales management functions. 
Where research comes in is in the fur- 
nishing of all obtainable pertinent infor- 
mation to enable sales management to 
do a completely intelligent job in getting 
such goals and quotas. This may—but 
only on request—include advising, sug- 
gesting, and reviewing. 

What I am driving at here, as many of 
you will recognize, is one of the basic 
problems of inter-functional relation- 
ships. People engaged in research often 
find it hard to visualize the correct mid- 
dle ground between the two extremes of 
an aloof, speak-when-you-are-spoken-to 
attitude and trying to run the other 
fellow’s job for him. The problem of 
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friction is really a very simple one when 
it is reduced to a matter of elementary 
principles of organization and human re- 
lationships. 


Research and The Time Dimension 


It is probably well to touch here, too, 
on one of the most difficult of all prob- 
lems in establishing a cordial and suc- 
cessful relationship between sales man- 
agement and market research. That is 
the time dimension. Despite every ef- 
fort to anticipate problems, manage- 
ment will inevitably—and fairly fre- 
quently—face the need for certain facts 
in far too short a time to allow for a 
thorough research job, complete with all 
the trimmings. We who have lived for 
years in the research profession are 
likely to be perfectionists. We want 
scientifically selected samples. We like 
to pre-test our techniques. We like to 
cross-check our results. We do not like 
to take chances on being wrong. 

Sales management, however, must 
conduct its operations. Decisions must 
often be made within a specific time, usu- 
ally controlled by completely external 
circumstances. It can very properly, I 
think, expect that research people will 
provide help and guidance regardless of 
time limitations. For the research man, 
this may mean short-cutting all manner 
of technical niceties. It may mean taking 
chances and gambling on an undesirably 
thin margin of probability. Research in a 
commercial enterprise is very different 
from research in an academic or institu- 
tional background. There is much the 
difference that we sense between an 
engineer throwing a bridge across a river 
in war time, in the face of the enemy, 
and the same man bridging the same 
river to carry peacetime traffic. This is a 
dangerous problem, yet it is not one 
which can be shirked. Management is 


entitled to have the information that 
“there are two chances out of three that 
this is the correct answer,” if no better 
information is available in time; even 
though the research man shudders when 
he gambles on odds of less than nine to 
one. 


SUMMARY—CONCLUSIONS 


Summarizing, any modern-minded 
sales management expects to get help 
and guidance from market research. It 
expects people engaged in research to be- 
come familiar with sales problems, to an- 
ticipate the need for information, and to 
volunteer useful information which is not 
asked for. At the same time it expects 
research people to recognize clearly the 
staff nature of their function and to 
avoid interference with line operations. 
It expects answers in time to be of use. 
It expects the answers to be right, and 
when a positive answer cannot be pro- 
vided it expects a simple and non-techni- 
cal appraisal of the probabilities. 

Turning our gaze the other way, any 
sound modern sales management will 
have a deep respect for facts. It will wel- 
come suggestions and advice. It will 
realize that it must often ask the impos- 
sible and will respect the qualifications 
which must be placed on incomplete or 
inadequate research. 

Out of a relationship of mutual respect 
and confidence between a competent 
sales management and a competent mar- 
ket research set-up can come a fairly 
complete avoidance of marketing mis- 
takes. That is vitally important. We 
have no right to ask the consuming 
public to pay in the prices for our goods 
the costs of marketing mistakes or inef- 
ficiency. In the interests of our whole 
economic structure we must make mar- 
keting more productive. In doing that 
we are serving the general good, and we 
are also serving ourselves. 








THE ADVERTISING VALUE OF 
DIFFERENT MAGAZINES 


HANS ZEISEL anp VIRGINIA EPES HARPER 
McCann-Erickson, Inc. 


INTRODUCTION 


T 1s well known that not all advertise- 

ments in a given magazine issue are 
read or noticed by an equal number of 
people. Size, color, scope of product- 
interest, and the skill with which the 
advertisement was prepared, will de- 
termine the size of its audience. Various 
studies have tried to measure the rela- 
tive influence of each of these factors and 
have even successfully translated into 
workable details what is summarized 
as “‘skill” in preparing the advertise- 
ments. 

It is, however, still a matter of dispute 
as to whether the various magazines 
themselves are factors that influence an 
individual advertisement’s readership 
percentage. The question is this: may a 
given advertisement expect a_ higher 
readership percentage in one magazine 
than it may in another?! 


An ANALYSIS OF THREE MAGAZINES 


A series of advertisements which 
had appeared in at least two of three 
general weekly magazines (L, S, C) 
formed the basis of our investigation. 
Following is the distribution of adver- 
tisements, grouped by product catego- 
ries, for each of the three possible pairs of 
magazines: 


1 Advertisement readership is usually expressed as 
percentage of the interviewed readers of a particular 
magazine issue. Readership is measured on two different 
levels: those who remember “noting” the advertise- 
ment, and those who remember having “read most” of 
it. The only service which provides such percentages on 
a current basis is the organization of Dr. Daniel Starch 
(Starch-Ratings). 
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TaBLe I.—NumBer OF ADVERTISEMENTS APPEARING 


In Eacu Psir or MAGAZINES 


Maga- Maga- Maga- 
zines zines zines 
L&S C&S LEC 


Transportation & Tr: av el 10 15 6 
Food, Beverage, etc. 11 7 17 
Automobiles 13 14 9 
Automobile Related Prod- 
ucts 11 13 6 
House Appliances 15 7 8 
Total 60 56 46 


Differences in Readership 


The Starch-Ratings? of these adver- 
tisements were analyzed as to differences 
in mean readership with the results 
shown in Table II separate computations 
were made for male and female readers. 

Translated into words, the table shows 
this: 

Magazine C produces, on the average, 

higher ratings than Magazine L for ad- 

vertisements in the following categories: 
Transportation and 
Travel (Men and Women) 
Food and Beverage (Men and Women) 
Automobiles (Women only) 
Automobile Related 


Products (Women only) 
Household Appli- 
ances (Women only) 


2. Magazine C produces, on the average, 
higher ratings than Magazine S, for the 
following product groups: 

Transportation and 
Travel (Men and Women) 
Food and Beverage (Women only) 


2 The percentage of readers who “noted” the adver- 
tisement was used. 
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Taste II].—Deviations 1n READERSHIP OF IDENTICAL ADVERTISEMENTS IN 
Turee GENERAL WEEKLY MAGAZINES 


Product Group 


Transportation and Travel Men 


Women 
Food, Beverages, etc. Men 
Women 
Automobiles Men 
Women 
Automobile Related Products Men 
Women 
Household Appliances Men 
Women 


= means there is no significant difference in mean readership of two magazines. 


Magazines Magazines Magazines 
L&s C&es L&C 
= +-_ — — + 
— + = — + 
— + + — — + 
= 1 = —_ + 
- = ? - = 
= +_ — — + 
= a _ —_— + 


+ indicates that the mean readership of that magazine is significantly higher than the one with which it is com- 


pared. 


—indicates that the mean readership of that magazine is significantly lower than the one with which it is com- 


pared. 


All stated differences are statistically significant on the .2 level (odds 4:1); the differences marked by a bold + 
and — are also significant on the .os-level (odds 19:1). 


Automobiles (Women only) 
Automobile Related 

Products (Men and Women) 
Household Appli- 

ances (Women only) 


3. Magazine S produces higher ratings than 
Magazine L for the following sub-group: 
Food and Beverage (Men and Women) 
4. Finally, Magazine L produces higher rat- 
ings than Magazine S for the sub-group: 
Automobile Related 
Products 


(Men only) 


Thus, Magazine C produced higher 
ratings than Magazines L and S in all 
five categories. Magazine S and Maga- 
zine L top each other in one category 
respectively. 

It is also possible on the basis of these 
results to predict how much greater the 
observation rating may be expected to 
be in one magazine with respect to an- 
other, if the same advertisement were to 
be placed in two magazines showing a 
significant difference (see above) in ob- 
servation levels. Table III gives the 
expected size of these differences in the 


following terms: if an advertisement is 
placed in both magazines, the odds are 
50:50 that the advertisement in the one 
magazine will be rated at least x points 
higher than in the other magazine 
(Column I). Odds are 80:20 that the 
advertisement will rate at least x points 


higher (Column I1).’ 


PossIBLE ExPLANATIONS 


The fact, however, that Starch-Rating 
expectations differ for different maga- 
zines, does not yet prove that readership 
of these advertisements actually differs: 
legitimate doubts have been raised as to 
whether these differences are not caused 
by certain imperfections in the Starch 
interviewing method. 

Before discussing these experiments 
it will be useful to survey briefly the 
possible explanations for a difference in 
readership-expectation in various maga- 
zines: 

3 The authors are aware that this abbreviated formu- 


lation is not quite correct because of the inexact use of 
the probability concept. 
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Taste II].—Expecrep DiFrerENCcES IN ADVERTISEMENT READERSHIP BETWEEN Two MAGAZINES 
(Percentage Points) 











Men Women 
Magazines and Product Group Odds are Odds are 
50:50 80:20 50:50 80:20 
lenaine C over Renee L 
Transportation & Travel +9 +7 +12 +10 
Food & Beverages +8 +7 +12 +11 
Automobiles = + 4 +2 
Automobile Related Products = + 3 +2 
Household Appliances = + 8 +7 
Magazine C over Magazine S 
Transportation & Travel +6 +4 + 7 + § 
Food & Beverages = + 5 + 2 
Automobiles = + 3 +1 
Automobile Related Products +3 +1 + 3 + 2 
Household Appliances = + 3 + 2 
Magazine S over Magazine L 
Food & Beverages +4 + 6 +4 
Magazine L over Magazine S 
Automobile Related Products +3 2 = 





1. The explanation may lie in the specific 


i) 


structure of the magazine’ s audience, who 
might pay more or less attention to ad- 
vertisements in general, or to certain 
types of advertisements. 


. The explanation may lie in the fact that 


some magazines are thicker, that is, con- 

tain more editorial and advertising ma- 

terial than others. Starch-Ratings could 
be affected by this circumstance in two 
ways: 

a. A greater total volume of advertising 
material might induce the reader to 
pay somewhat less attention to the 
individual advertisement (reader fa- 
ligue). 

b. This greater volume, while not af- 
fecting actual readership, might in- 
fluence the interviewing situation: 
the thicker the book through which 
interviewer and interviewee have to 
thumb, the less responsive might the 
latter become (interviewing fatigue). 

The explanation might lie in other 

qualities of the particular magazine: 

its format, the uniformity of its edi- 
torial or advertising content, etc. 





The Fatigue Experiment 


It is only point number 2 b with which 
the aforementioned experiments are con- 
cerned. They were planned and conduct- 
ed some years ago by Dr. Raymond Fran- 
zen, at the request of one of the maga- 
zines which was concerned with the 
validity of the Starch rating procedure. 

Following is the core of the experi- 
ments:‘ Interviews concerning the read- 
ership of advertisements were conducted 
with the March 1940 issues of two wom- 
en’s service magazines, G and M. 
interviews were conducted by the at 
Starch method, going through the entire 
issue with the respondent. Since mag- 
azine G had 96 advertisements (2 col- 
umns or larger) and Magazine M only 

‘The findings have been published in two forms: 
R. Franzen, “An Examination of the Effect of Numbers 
of Advertisements in a Magazine upon the ‘Visibility’ 
of these Advertisements,” Fournal of Applied Psychol- 
ogy, Vol. 24, No. 6, December 1940, pp. 791-801; and 
R. Franzen, “Inequalities Which Affect Scores of Adver- 
tisements,” JOURNAL OF MARKETING, April 1942, pp. 
128-132. 
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71, the one interview covered approxi- 
mately one third more material. Control 
interviews were then conducted in such 
a way that each interviewee was asked 
only about 24 (or 23) advertisements. 
In that way three times 300 interviewees 
were asked about 24 Magazine M ad- 
vertisements, and four times 300 inter- 
viewees about 24 of Magazines G ad- 
vertisements. 

By comparing readership percentages 
that resulted from the whole-magazine- 
interviews with those from the split-is- 
sue-interviews, the following facts were 


established: 


1. Ratings from the split-issue-interviews 
were, on the average, higher than the 
corresponding ratings from the whole- 
magazine-interviews, 

. The differences were greater for Maga- 
zine G than for Magazine M, indicating 
that the thicker magazine, because of 
greater interviewing fatigue, is dis- 
criminated against by the whole-maga- 
zine interviewing method. 


to 


Barring very improbable accidents in 
Franzen’s experiment, the bias against 
more voluminous magazines through 
interviewing fatigue may be considered 
as established. 


Interviewing Fatigue Not The Whole An- 
swer 

However, Franzen’s experiments 
never intended to prove that the entire 
rating difference between magazines is 
due to interviewing fatigue. There may 
still be an actual difference between 
them. As a matter of fact, certain results 
in Franzen’s experiments point toward 
this possibility. 

One of the tables in Franzen’s paper® 
—rearranged for our purposes—is pre- 
sented in the following column. 


5 JOURNAL OF MARKETING, /oc. Cit., p. 129. 


TaB_e IV.—AveraGeE VISIBILITY FOR Eacu Type 
oF ADVERTISEMENT FROM SPLIT-IsSUE AND 
WuHo.e-MaGazineE INTERVIEW 








Interviewing 4-Color 2-Color aa 
Method Full Page 2-Column “wet © 
W hole-Magazine 
Magazine G 60 32 34 
Magazine M 66 36 35 
Split-Issue 
Magazine G 66 42 50 
Magazine M 71 45 44 





As can be seen, in two of the three 
categories, the average rating for Maga- 
zine G still remains below the corre- 
sponding rating for Magazine M. Thus, 
even Franzen’s own experiment seems 
to indicate that the interviewing fatigue 
does not explain the entire observed 
difference in Starch-Ratings between 
magazines of different volume. 


Inverse Relationship Between Magazine 
Volume and Advertisement Readership 


So far we have taken it for granted 
that Starch readership figures are nega- 
tively correlated with the thickness of a 
particular magazine. But, this has never 
been proved satisfactorily, and there is 
at least one recent study which tried to 
disprove the existence of such a correla- 
tion. The Research Department of the 
Curtis Publishing Company circulated 
a report ““A Study of the Size of Issue’’® 
in which it meant to show that the size 
of issue and advertisement readership 
were not related. The study was based 
on the 15 issues of the Ladies’ Home 
Fournal, which had appeared between 
January 1946 and March 1947. 

Upon closer inspection, we found this 

6 A digest of it appeared in Printers’ Ink: Carroll I. 
Johnson, “Is Individual Page Performance Influenced 
by the Number of Magazine Pages?” November 21, 
1947. 
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Cuart I.—Revationsuip BETWEEN THICKNESS OF MAGAZINE AND STARCH ADVERTISEMENT RATINGS 


(Average observation for all 4-color full page advertisements) 





NO. OF 
PAGES 


1944 

60 220 
45 200 
40 180 

35 160 

© 260 
50 «40 
45 220 
40 200 
35 180 

85 300 
80 280 
45 260 
40 240 
% 220 
30 200 
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non-correlation to be an accidental ex- 
ception to the rule. We analyzed not 
only one year of one magazine, but three 
years of all four leading women’s maga- 
zines. That gave us twelve sets of twelve 
(one for each month) observations each. 
Chart 1 indicates beyond any reasonable 
doubt that the number of pages in the 
issue is negatively correlated with the 
average observation of advertisements. 

While these correlation coefficients 
are not large, their consistency is deci- 
sive. It so happens that the 1946 issues 
of the Ladies’ Home ‘fournal show a 
correlation close to zero.” 

These data leave no doubt that Fran- 
zen’s problem was a legitimate one. 
Thicker magazines do produce lower 
Starch ratings for advertisements, and 
it is important to find out to what extent 
this is caused by the interviewing 
method. 


SUMMARY—CONCLUSIONS 


Our knowledge concerning readership 
differences between advertisements 
placed in different magazines may be 
summarized as follows: 


1. We know that statistically significant 
differences exist between Starch-Rating 
expectations for identical advertise- 
ments in different magazines. 

2. We know that in part of these differ- 
ences are due to the fact that some mag- 
azines are more voluminous than others. 

7 The Curtis study, as mentioned above, includes also 


the first three issues of 1947, which changes the correla- 
tion coefficient only to r= —.07. 


. There is evidence that part of this 
inverse relationship between magazine 
volume and advertisement readership 
is spurious: resulting from an imper- 
fection of the interviewing technique 
which discriminates against thicker 
magazines. 

4. It is, however, more than probable that 

interviewing fatigue does not wholly ex- 

plain the influence of magazine volume 
on advertising readership. Reader fa- 
tigue might well explain part of it. 
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To what extent other factors than 
volume contribute to the differences in 
advertisement readership between maga- 
zines has yet to be determined. The need 
for further research is urgent. Franzen’s 
experiment must either be disproved, or 
acted upon. If it should be established 
that increased magazine volume ac- 
tually reduces readership of an adver- 
tisement, the consequences would be 
important. The leading magazines might 
self-impose a limit on their growth. And 
smaller magazines might have a better 
chance of growing.® 

Problems similar to the ones discussed 
here should be raised and answered also 
in respect to newspaper advertisements 
and in respect to editorial material in 
magazines and newspapers. 


§ How important it would be to investigate this prob- 
lem of saturation may be seen from the following quota- 
tion from a survey recently conducted by the National 
Industrial Conference Board: “ . . . an equal number of 
companies think that some media... because of the 
volume of their advertising, are losing their effective- 
ness.” (The Conference Board Business Record, Vol. V, 
No. 1, January, 1948, p. 12.) 
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PREPARATION AND PRESENTATION 
OF THE RESEARCH REPORT 


Epiror’s Note: This is the second committee report 
to be presented under the recently adopted policy of print- 
ing reports as submitted without editorial revision, after 
approval by the Board of Directors of the American Mar- 
keting Association. 


FOREWORD 


HIS report is the work of a sub-com- 
mittee composed of: 


Roy S. Frothingham, Facts Consolidated, 
San Francisco, Chairman 

Edward G. Reeve, Columbia Broadcasting 
System, New York 

Frederic A. Chase, Chase and Warner, 
Los Angeles 

Dr. Wallace H. Wulfeck, Federal Adver- 
tising Agency, New York 

Ray Jonason, Shell Oil Company, San 
Francisco 

Professor George W. Robbins, University 
of California, Los Angeles 


The report was written by Mr. Rob- 
bins on the basis of contributions of all 
committee members and a preliminary 
compilation by the chairman. Helpful 
suggestions were also received from 
members of the parent committee. 

Among the several subjects under 
study by the American Marketing As- 
sociation through its Committee on 
Marketing Research Techniques, is the 
technique or method of best preparing 
and presenting the research report. 

The assignment of the Committee on 
Marketing Research Techniques to this 
sub-committee included, in addition to 
matters implied by the title, the follow- 
ing instructions as to purpose: 
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1. To study the subject of report writing 
including analysis, interpretation and 
conclusions with special attention to 
content, readability, and professional 
standards. 

. To recommend methods of effective 
presentation of the report to manage- 
ment whose function is to act on the 
research findings. 


i~) 


IMPORTANCE OF Reports AS A Part 
OF RESEARCH 


The findings in marketing research 
remain valueless until they are communi- 
cated accurately and effectively to the 
persons who are responsible for policy 
decisions. The preparation and presen- 
tation of the report deal with the arts 
of communication. If there is a weakness 
in this phase of marketing research, it 
may be accounted for by the divergence 
in talents essential to the art and science 
of communications and of research itself. 

In fairness to all concerned, the report 
of a research study should be prepared 
and presented in a manner that obtains 
proper understanding and _ recognition 
of the amount and quality of research 
work done. 

The process of research is largely one 
of the impact of facts and ideas on one 
mind (the researcher’s), and is one of 
penetration. The process of communica- 
tion, on the other hand, is one of pre- 
senting these facts and ideas to other 
minds; it is a process of interpretation 
by the written and spoken word aided 
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by the graphic arts. One may not always 
expect to find equal facility in both proc- 
esses in every mind. It is therefore, of 
great importance to the marketing 
researcher to study the needs of report- 
ing as well as of fact-finding itself, and 
to devise means of achieving good re- 
ports, perhaps in spite of his own per- 
sonal limitations. A persuasive attitude 
of mind is very helpful to research re- 
porting, and while it may be true that 
people engaged in selling and promotion 
as a career should not engage in research, 
it does not follow that researchers should 
not use honest salesmanship based on 
tenable research methods. The fact is 
that this is just what they should do. 


Scope of This Study 


It must be recognized, of course, that 
research reports will vary in scope and 
presentation because of differences in 
assignment and purpose. It is possible 
that a researcher may have merely the 
assignment of gathering and presenting 
data in statistical form for an audience 
competent to read it. Another time he 
may have the task of studying a rela- 
tively broad proposition and of making 
specific recommendations. Between 
these two extremes lies a variety of 
problems for which distinct types of 
reports are indicated. In its deliberations 
this committee has tended to keep in 
mind the latter type of case where there 
is need for creative research, analysis, 
conclusions and sometimes recommen- 
dations. 

Consequently, although some of the 
things that are said may not apply to 
all types of reports, the reader may adapt 
what is said to his own peculiar situa- 
tions. The committee has had in mind the 
recurrent situation in which top man- 
agement wishes to know what action 
should be taken with respect to some 
marketing situation, and asks that a 


study be made and recommendations 
submitted. It is often true that an as- 
signment may not request specific re- 
commendations to management. Such 
instances may still be encompassed by 
the discussion that follows merely by 
omitting reference to our comments 
on recommendations. 

The committee also recognizes that 
reports may assume varying forms re- 
sulting from different relationships be- 
tween the researcher and his principal. 
The relationship may be between the 
independent researcher and a client, or 
between the research department of a 
company and top management. 


Basic Contents of Research Report 


The contents of a good research report 
should include: 


1. Purposes completely stated 

2. Methods clearly described and briefly 
explained 

. Statistical tables (findings) presented 
with accuracy and attractive layout 

4. Analysis of tabulations that lead to 
significant findings 

5. Interpretation of these findings 

6. Conclusions that logically emerge from 
the analysis and the interpretation of 
findings. 

7. Recommendations to management, if 
requested. 
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THE PREPARATION OF REPORTS 


It is not easy to separate the work of 
planning and conducting a study and the 
preparation of the report. Both phases 
of research have one important thing 
in common—they are facilitated by 
keeping clearly in mind the definition 
of the purpose and objective of the work. 
As in the case of the techniques of mar- 
keting research, so in the preparation of 
the material, the methods are deter- 
mined by the purposes at hand. Conse- 
quently, it cannot be overemphasized 
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that a precise statement of the purposes 
and scope of any research provides an 
indispensable beginning for preparing 
and reporting the results. 

Once the purposes are defined, the 
preparation process begins with pre- 
paring the statistical tables, followed by 
analysis, interpretation, conclusions, and 
recommendations, if authorized. The 
experienced research worker may not be 
entirely aware of these terms and may 
even consider them only of academic 
interest, but they represent the sub- 
stance of what he accomplishes in the 
preparation of a good report, and they 
provide a sound basis for judging the 
adequacy of his own and others’ works. 
It should be helpful, therefore, to pene- 
trate the real meaning of these steps or 
methods, since they comprise the think- 
ing that goes into the finished report. 


Analysis 


Analysis is accomplished by the de- 
tailed study of findings (statistical 
tables) to discover the facts and ideas 
that may be latent in the raw data; 
it is the job of ascertaining just what the 
findings mean, in themselves. It is help- 
ful to keep in mind that the process of 
analysis is facilitated by clear definition, 
by classification, and by experimental 
breakdowns of data. The relative im- 
portance of these techniques may be 
diminished by the care that may have 
already been taken in preparing and 
pretesting the questionnaire and other 
methods of securing the data, and in the 
quality of work done by the interviewers 
and editors who have developed the 
raw findings. 

It is always helpful to be aware of the 
fact that skillful analysis requires per- 
sistent formulation of hypotheses and 
their testing with the data. Assumptions 
made at this stage of the work are helpful 
in stimulating imagination concerning 


the uses of the data, but care must be 
taken to avoid confusing hypotheses 
with conclusions and clinging to hypoth- 
eses which are not found valid by 
actual tests of the findings. For example, 
in a study of brand recognition in foun- 
tain pens, it may be assumed that recog- 
nition corresponds to the income level 
of respondents, but in testing this hy- 
pothesis by tabulating respondents’ reac- 
tions by income groups, there may be no 
correlation with recognition, with the 
resultant abandonment of this notion. 


Interpretation 


Interpretation, although not always 
distinct from analysis, is the function 
of determining how the findings apply 
to the problems under study, and re- 
quires the translation of the technical 
ideas of the researcher into a report that 
is clear to its prospective readers. Inter- 
pretation requires the exercise of com- 
parison, redefinition, reasoning, analogy, 
synthesis, and inference. Together with 
analysis, interpretation leads to the sig- 
nificant and penetrating relationships of 
the various data obtained in the survey 
and reveals them in forms that lead to 
conclusions. Analysis is concerned with 
taking apart the data while interpreta- 
tion involves their reassembly in a logi- 
cal form that reveals their true signifi- 
cance. It is through the analysis and 
interpretation of findings that one fre- 
quently makes those unexpected and 
valuable discoveries which are the by- 
products of research. Sometimes these 
by-products are more significant than 
the objectives of the study. 


Conclusions 


Conclusions provide a restatement of 
the results of the analysis and interpre- 
tation in succinct form unencumbered by 
the supporting proofs and evidences of 
their validity. Conclusions take the form 
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of generalized truths emanating from the 
study expressed in the simplest and most 
direct manner. Above all, they should 
express only the truths revealed by the 
data, devoid of personal bias, and they 
should express these truths in terms 
quickly understood by the prospective 
reader. 

Some reports may contain a “summary 
of findings” based on analysis of statis- 
tical tables but not seeking to express 
conclusions as defined above. 


Recommendations 


Recommendations should translate 
the conclusions of a study into specific 
lines of action indicated by the findings. 
While recommendations may not be im- 
plicit in the authorization of many 
studies conducted by marketing research 
people, it is clear that they remain al- 
ways the ultimate purpose of the research 
itself. The extent to which researchers 
indulge in recommendations must be 
governed by such factors as (1) the 
scope of the original instructions, (2) 
the completeness and adequacy of the 
conclusions, and (3) the breadth of the 
researcher’s knowledge and understand- 
ing of all the factors involved in the 
study. 

It seems evident, for example, that a 
researcher is unwise in accepting an 
assignment to draw up recommendations 
in a circumstance in which his own knowl- 
edge does not encompass the major re- 
lated areas of concern. As an illustration, 
if a researcher is asked to study the time 
and duties of company salesmen with a 
view of recommending changes in the 
routing of the men, he must also be 
rather familiar with the company’s dis- 
tribution methods and policies, of the 
salesmen’s compensation plan, and of 
the nature of sales supervision, to men- 
tion but a few items. Unless he knows 
these things, he is well advised to accept 


only the function of drawing conclusions 
without recommendations. 

The pros and cons of the propriety of 
including recommendations in a research 
report have been stated elsewhere.! 
Those who favor inclusion of recommen- 
dations emphasize the superior under- 
standing of the researcher of a particular 
problem he has studied, the salutary 
effects on research accuracy and thor- 
oughness occasioned by the responsi- 
bility for recommendations, and the 
value of definitive statements to busy 
executives who are responsible for deci- 
sions. 

Opponents generally contend that the 
researcher who is amply qualified for 
technical fact-finding may have an_§in- 
sufficient view of the over-all company 
operation to formulate recommendations, 
that this responsibility may destroy his 
objectivity and force distortion of evi- 
dence to support recommendations, and 
that the line executive’s function is 
usurped by this process. 

This committee believes that the rec- 
ommendation function, far from being 
inherently inimical to the research func- 
tion, is a logical component of it, and 
that the arguments against its inclusion 
are in reality indications that there may 
be some instances in which recommenda- 
tions may not be appropriate to the 
assignment or to the capacity of a par- 
ticular research person. Above all, it 
must be recognized that a piece of re- 
search may be wholly valid and complete 
for its purpose even without recommen- 


1 See Lyndon O. Brown, Market Research and Analy. 
sis (New York: The Ronald Press Company, 1937), pp. 
354-356; Myron S. Heidingsfield and Albert B. Blank- 
enship, Market and Marketing Analysis (New York: 
Henry Holt and Company, 1947), pp. 208-210; National 
Industrial Conference Board, Organization for Market 
Research, Part II (1946), pp. 17-22; and the recent re- 
port of another Committee of the A.M.A., “Marketing 
Research in American Industry: I,” the JourNAL OF 
MARKETING, Vol. XI, 4, April, 1947, pp. 351-352. 
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dations and sometimes without conclu- 
sions. Similarly, a research report may 
be entirely invalid for reasons that 
have nothing to do with the presence or 
absence of recommendations. It seems 
clear that the researcher, as such, does 
not make policy decisions of manage- 
ment based on his recommendations, 
nor can he assume responsibility for exe- 
cution of policy. If he shares in these 
activities as a participant in top manage- 
ment, he does so not as a researcher, but 
as a well-informed executive. 

It is assumed that in cases where the 
client requests the research organization 
to make recommendations, these recom- 
mendations are accepted as research 
counsel. The researcher thus takes the 
responsibility of giving good counsel but 
management takes the responsibility of 
deciding whether or not to act on the 
counsel. 

The Foreword contained within a 
well known company’s manual for pre- 
paring research reports to management 
contains these admonitions: (1) a good 
report embodies exhaustive research, 
careful study, sound conclusions, con- 
vincing recommendations; (2) final con- 
clusions consist of two different lines 
of reasoning: (a) observations which 
should never be influenced by the writ- 
er’s personal opinion; (b) recommenda- 
tions which reflect the writer’s studied 
opinion as to how the observations can 
be adapted most advantageously to 
company operations. 

Where the researcher is a part of a 
company organization, his strongest po- 
sition is one of staff relationship to top 
management where he may be a con- 
stant aid in the making of policy. If he is 
chosen carefully with this relationship 
in mind, there is no question but that 
the recommendation function is implicit. 
But this committee is cognizant of the 
fact that probably more than half of 


company research departments do not 
enjoy this relationship and hence may 
wisely eschew the recommendation func- 
tion.? 

The committee also has in mind the 
independent research agencies which per- 
form valuable functions in research, but 
who may not have nor wish to have the 
intimate knowledge of a company’s 
problems and policies necessary to ac- 
cept a recommendation assignment that 
requires this special knowledge. 

The committee concludes that cir- 
cumstances should dictate the wisdom 
of including recommendations in the 
research report. What is more important, 
while recommendations may not be in- 
cluded in every report, the researcher is 
obliged to remember that his conclusions 
are intended to facilitate them and must 
be prepared with this end in view. 


General Comments on Preparation’ 


The purpose of the preparation aspect 
of the problem is to expose all pertinent 
facts of any study relative to a client’s 
problem in order to pave the way for 
appropriate action. There are several 
qualities that good preparation demand. 

Perhaps foremost is the attribute of 
objectivity, or the clear divorcement of 
the problem and the interpretation from 
personal prejudice and beliefs while still 
utilizing fully the lessons of experience. 
It is a constant temptation to want to 
direct the findings toward some pre- 
conceived conclusion, often insidiously 
inarticulate. Intellectual integrity is put 
to a real test in many a marketing re- 
search task. 

Of nearly equal importance is the 


2 Ibid., pp. 351-352. This investigation indicates that 
in 46.9 per cent of the companies reporting, the head 
of the marketing research department participates in 
company policy formation. 

3 See American Association of Advertising Agencies, 
Standards for Appraising Market and Advertising Re- 
search (October 1938). 
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quality of imagination, or the facility 
to picture possible avenues of investiga- 
tion with the data at hand. Very often, 
it is this quality that produces the unex- 
pected revelations that form the by- 
products already mentioned. For ex- 
ample, although not planned, unusual 
tabulations and cross-tabulations may 
reveal important ideas through separa- 
tion of users and non-users, readers from 
non-readers, or differences in responses 
by age groups. 

Patience and thoroughness go hand in 
hand with objectivity and imagination 
as necessary attributes of the analyst, 
whose responsibility extends to scruti- 
nizing all components of the data for 
reliability. Since the pressure of time is 
almost always an important factor, the 
most successful analyst may be one who 
is both technically trained in the re- 
quired ingenuities and capable of pa- 
tient detachment in the face of pressures. 

Preparation is further enhanced by 
careful adherence to well-conceived in- 
structions and specifications as to the 
purpose and scope of the study, and by 
consideration for the particular persons 
who are to study and act on the conclu- 
sions. 


Some Special Problems in Preparation 


As has been pointed out, analysis, 
interpretation, and conclusions are three 
separate but related functions of report 
preparation. The question as to whether 
these functions should be performed by 
the same person or by different persons is 
of more than academic interest. These 
functions are, in reality, three parts of 
the same method—scientific method— 
which is essentially incomplete in any 
one part. Hence, the development of the 
true research mind is impossible without 
experience and participation in all three 
parts as a whole. Complete division of 
labor in an organization, based on the 


separation of these functions, is therefore 
unsound from the viewpoint of develop- 
ing talent and good judgment. This is 
not to argue against the desirable ex- 
pediency of assigning workers to tasks 
for which they have exceptional talent. 
But since these functions comprise the 
total thinking that goes into the report, 
there is little likelihood that economies 
may be gained and effectiveness in- 
creased by division of labor; for the 
scientific method is not a divisible one. 
Of equal importance is the matter of 
careful and accurate definition of the 
reliability, accuracy and validity of the 
findings and the expression of limitations 
in practical terms. For our purpose here, 
it may be assumed that the appropriate 
methods of determining these charac- 
teristics of the data are employed, and 
that it is not the province of this com- 
mittee to discuss these methods. But it 
is important in reporting that these 
characteristics be reckoned with.‘ 


PRESENTATION OF THE REPORT 

While it may truthfully be said that a 
well-prepared report will result in a well- 
presented report, this statement is only 
a half truth. For in matters of prepara- 
tion, we are dealing with the thinking and 
writing processes of the trained research 
mind, while in matters of presentation, 
we are dealing with talents of a different 
sort—talents of exposition, of persuasion 
and of sensing the impact of highly re- 
fined and often technical ideas on the 
minds of laymen. Presentation of the 
report, therefore, involves the arts of 
communication as well as the techniques 
of marketing research;and it is with these 
arts that we are concerned in this sec- 


* The discussion of reliability, validity and accuracy 
requires special attention; and although marketing stu- 
dents have long been preoccupied with these terms, 
there is still a need for a definitive treatment of them for 
purposes of standard research vocabulary. 
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tion of the statement. 


Factors Affecting the Report Form 


The actual methods employed in pre- 
senting research reports must vary with 
a number of factors which each occasion 
may present. Some of these factors may 
be briefly reviewed: 


1. The instructions from the authority or 
client may indicate purely a statistical 
report on the one extreme or a fully 
elaborated recommendation on _ the 
other. 

2. The nature and complexity of the 
problem will certainly dictate the man- 
ner in which the report must be pre- 
sented. 

3. The nature and variety of readers for 
whom the report is intended will vi- 
tally affect its form and content. If a 
report on the habits of buyers and users 
of a product is intended for the com- 
pany’s salesmen, it must certainly be 
less formal and technical, and perhaps 
briefer and more fully pictorialized 
than if it is solely for use of the sales 
manager. 

4. The size of the report will influence its 
format, binding, and even the nature 
of the exposition of the findings. 

5. The number of copies to be made will 
determine the types of reproduction 
and therefore the nature of the illus- 
trative material. Where a small number 
of copies is made, the use of graphics 
and pictorial material may be restricted 
because of prohibitive costs. 

6. The length of the useful life of the 
report may influence the expenditure of 
money and effort that is to be invested 
in presentation. 


Outline of the Typical Report 


The presentation of any report is 
facilitated by a comprehensive outline 
prepared in advance. While it is impos- 
sible to devise a single outline form that 
is useful for every type of report, the 
following outline is suggestive and will 


apply to a wide variety of reports: 


I. Introductory items 
A. Title page 
B. Letter of transmittal or Foreword 
briefly stating 
. Authority for the report 
Purposes and scope of the study 
. Methods employed 
. Acknowledgments 
C. Table of contents 
II. Body of the Report 
A. Purposes stated in detail 
B. Methods explained in detail 
C. Findings described and explained 
D. Summary of findings and conclu- 
sions 
E. Recommendation (if authorized) 
III. Supporting material and appendices 
A. Statistical tables showing replies to 
questions and breakdowns by groups 
B. Distribution of sample 
C. Graphic charts 
D. Appendices 


— 


+ Wn 


Variations from this outline will be indi- 
cated by differing circumstances. The 
position of statistical tables and graphic 
charts cannot be standardized. 

But it cannot be overemphasized that 
a good report begins with a careful re- 
statement of the definition of the prob- 
lem and of the areas of inquiry agreed 
upon at the initiation of the work. The 
considerable lapse of time between the 
initial agreement and the presentation of 
findings is often accompanied by a lapse 
of memory concerning the purpose, and 


5 Report writers should find it helpful to refer fre- 
quently to one or more of the recognized books on busi- 
ness writing which contain excellent examples of report 
writing, report outlines, transmittal letters and other 
phases embodied in the following outline. Books sug- 
zested are: 

Aurner, Robert Roy, “Effective English in Business,” 

Cincinnati: Southwestern Publishing Company. 

Babenroth, Adolph C. and Ward, Peter, “Modern 

Business English,” New York: Prentice-Hall Inc. 

Smart, W. K. and McKelvey, L. N., “Business Let- 

ters,’ New York: Harper and Brothers. 

Saunders, Alta G. and Anderson, C., “Business Re- 

ports,” New York: McGraw-Hill Book Co., Inc. 
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always carries the possibility of a change 
in viewpoint resulting from new condi- 
tions that have arisen in the interim. 
Hence, a careful statement of objectives 
adjusts the focus of the reader, enables 
him to follow the logic of the report in 
its proper setting, and, not incidentally, 
protects the researcher from inappro- 
priate and irrelevant criticism. 

A national research organization uses 
the following check list of information 
which is included in their reports: 

Detail of questions asked 

Was the interview pre-tested 

How interviewers were selected and 

trained 

Detail of instructions used 

. Detail of controls used and data ob- 
tained from these controls 

6. Information on sample design 


Ww ne 


nt 


7. What types of people were inter- 
viewed 

8. What methods of interviewing were 
used 


\o 


. Detail of method of sampling used, 
sample size, allocation and validation 

10. Statement of purpose of the report 

11. Detail of the way in which the report 
may and may not be used 

12. Statement of any data of a testing 
nature provided for discussion only 
and without proper statistical or other 
reliability 

13. Statement of policy used in computing 

percentages 

Statement of method used in inter- 

preting the findings. 
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Standards in Reporting 


The standards by which reports may 
be judged fall into three categories: (1) 
standards for composition; (2) stand- 
ards for statistical and technical pre- 
sentation; and (3) standards for oral 
presentation. 

1. Standards for composition 

It is probable that the major pitfall 
for research reporters lies in composi- 
tion that is inaccurate, overwritten, 


excessively technical, and grammati- 
cally inept. The essentials of good writ- 
ing are acquired with as much pain and 
effort as are those of good research. If 
the good researcher has neither time 
nor inclination to acquire facility of 
espression, it behooves him to employ 
some one who can put his reports into 
communicable form. 

Perhaps the simple standards of good 
report writing may be summarized by 
means of a few pertinent questions and 
comments: 

a. Is the report complete—does it 
contain everything of importance to 
logical development of the material 
in the reader’s mind? The emphasis 
here is again made on the ability to 
judge the needs of the reader, who- 
ever he may be. The omission of 
minor premises, even though well un- 
derstood by the writer may weaken 
the chain of reasoning which holds 
and leads the reader’s mind to the 
proper conclusion. 

b. Is the wording clear and is the 
writing style understood most read- 
ily by the reader? Technical lan- 
guage should usually be translated 
into concepts understandable to the 
lay reader who cannot take the time 
to refer to libraries and dictionaries. 
It is the reader, not the writer, that 
dictates the style of expression. 

c. Is the report concise—is it ex- 
pressed in the fewest words consist- 
ent with completeness and accuracy? 

d. Are statements of fact accurate, 
with no possibility of misinterpre- 
tation in the context? 

e. Is the grammatical expression ac- 
curate so as to avoid roadblocks in 
the flow of ideas, and the possibility 
of confusion? 

f. Is the composition of the whole 
effective from the standpoints of 
clarity, coherence, unity, and em- 
phasis? 





. Standards for statistical presentation 


It is probably true that the majority 
of readers of research reports are not 
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trained statisticians and cannot readily 
extract the meanings of tabulations or 
of more complicated charts. And even 
where the readers are trained execu- 
tives, their comprehension of reports 
may at times be dulled by their preoc- 
cupation with many problems of man- 
agement and by the practical necessity 
of quick and intuitive scanning. Hence, 
it is essential that statistical and tech- 
nical material be presented with utmost 
care for the display of real meaning. 

The concise explanation of even ele- 

mentary terms and methods in statis- 

tics will be tolerated and easily scanned 
by the initiated reader while serving as 

a boon to others. 

For example, it is never a fault to 
explain a changing base where 47 per 
cent of respondents are users of a com- 
modity and where the brands in use are 
computed on the base of this 47 per 
cent as 100 per cent. Likewise, it is 
good insurance to explain the statistical 
significance of differences in percentage 
ratings taken at different times, or 
the differences between percentaging 
on total respondents and percentaging 
on the total of brands mentioned by 
these respondents. Every reader should 
have the privilege of understanding 
why the total of a column of percent- 
ages under a base of 100 per cent can 
exceed 100 per cent due to multiple 
mentions. 

Simple standards of statistical pres- 
entations may be suggested by such 
leading questions as these:* 

a. Does every statistical device have 
a real meaning in terms of the prob- 
lem under study? 

b. Are tabulations and charts ac- 
curately reproduced? Have they eye 
appeal? 

c. Are complex statistical devices, as 
for example, coefficient of correlation 


6 Standard text books on business statistics provide 


or semi-logarithmic charts, ade- 
quately explained for the reader’s 
purpose? 

d. Do all charts and diagrams conform 
to sound statistical principles? Titles 
must be clear and scales must never 
be exaggerated. Simplicity should be 
the main objective. 


. Standards of oral presentation 


The effectiveness of a report is very 
often enhanced by oral presentation, 
usually combined with visual presenta- 
tion, especially where the audience is 
large (company directors and officers or 
a meeting of salesmen, for example). 
The learning process is aided materially 
by the combination of these methods, 
since it is easier and less tiring for most 
people to gain impressions from listen- 
ing and from pictures than from read- 
ing. Oral presentation may be more 
colorful and less formal. And, finally, 
the interchange of questions and an- 
swers provides a measure of the under- 
standing achieved and of the need for 
bolstering weak spots in the report 
presentation. 

Standards for good oral presentation 
are more difficult to state than for 
other types of presentation, but pos- 
sibly some of these suggestions may be 
helpful: 

a. See to it that physical facilities 
are adequate and well-planned. Check 
ventilation and have sufficient light- 
ing arranged to focus attention on 
the charts. The audience must be 
comfortable but not too comfort- 
able. 

b. Keep the meeting free from inter- 
ruptions and _ distractions. The 
speaker should control the situation 
and command respectful attention. 

c. The person making the presentation 
must have a full grasp of the report 
and of its implications with respect 
to the problem. A rehearsal helps. 

d. Avoid confusing technical jargon 








ample treatment and examples of proper standards for 
good statistical reporting. The Committee prefers to 
refer the reader to such text books rather than insert 
examples in the report. 


and translate concepts into terms 
and images that are readily under- 
stood. 








THE FOURNAL OF MARKETING 


71 





e. The oral delivery may be informal 
but there must be good choice of 
words and word images, with pleas- 
ing voice. 


Some Special Problems in Research Pres- 
entation 


Three special problems in presenta- 
tion were considered by the committee: 
(1) What are the obligations and respon- 
sibilities of the researcher in reporting 
on the dependability and limitations of 
his findings? (2) What are the respon- 
sibilities and obligations of the client in 
releasing all or part of the study, and in 
the use of the study for promotional 
purposes? (3) How may the American 
Marketing Association act to improve 
the quality of research reports and help 
researchers and clients in meeting their 
responsibilities? While the committee 
has not reached definitive answers to 
these questions, certain observations 
may be made with respect to each. 


1. Obligations on reporting dependability 
and limitations 
It is clearly the responsibility of the 
researcher to remain accurate, unbiased 
and objective in his reporting as well 
as in his analysis. As a minimum state- 
ment, he must be able to say and fur- 
nish evidence to prove that the results 
of his research may be considered de- 
pendable, within certain limits, for the 
purposes of the study. A better state- 
ment would include a complete analysis 
of the sampling technique and other 
methods which bear on the question of 
dependability. Certainly, if there are 
limitations in the use of data presented, 
particularly as to projection beyond the 
sample, both honesty and completeness 
call for their statement. A marketing 
research report must not only de right 
but must /ook right. The proper place 
for detailed evidence of reliability and 
its explanation is usually in the ap- 
pendix of the report where its technical 
detail will not interrupt the flow of 


reader interest in the ultimate message 
of the research. 

2. Client’s duty in releasing and using 
reports 

While it may be argued that a client 
may do with a research report what he 
wishes since it is a commissioned task 
for which he pays, nevertheless, cases 
may arise in which his misuse of find- 
ings and extractions of conclusions out 
of context will seriously affect the repu- 
tation of both client and the research 
agency. The latter’s reputation may be 
damaged in one of two ways. The mis- 
use of material may result in incorrect 
decisions whose unfavorable outcome 
may reflect on the adequacy of the 
study; or, the distortions, if published, 
may give the researcher the reputation 
for inaccuracy; or, in the case of .pro- 
motional use of findings, of lending his 
efforts to questionable selling practices. 
It is necessary to include in any report 
a clear statement of limitations and 
also a very clear statement as to how 
far the client may go in using it. 

It seems clear enough that this 
matter raises subtle questions that are 
not easily answered. To pursue the 
ramifications of these questions would 
be to exceed the area of our assignment; 
for it involves a matter of ethics to 
inquire into the obligations of clients 
on matters of distortion. Suffice it to 
state that in many cases, it should be 
possible for the researcher to foresee 
such possible dangers and to protect 
himself against them at the time the 
assignment is accepted. 

At this point it seems appropriate to 
quote from an editorial which appeared 
in Printers’ Ink Magazine under the 
title “Let’s Not Blunt a Fine Tool” 
in which the publisher warns the pro- 
fession “against the danger that its 
misuse in the hands of the unskilled 
and unscrupulous will so damage it 
that its value will be questioned by 
many of those who need its services.” 


7 See signed editorial by C. B. Larrabee, President 
and Publisher of Printers’ Ink (April 11, 1947). 
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3. How may the AMA act to improve 
research report quality? 

The committee has two suggestions: 
(a) To encourage good reporting by 
offering annual competition awards 
based upon definite published rules. 
(b) To encourage the depositing of good 
examples of reports in libraries of uni- 
versities which have curricula in mar- 
keting and marketing research where 
they will be available for study by 
marketing students both on and off the 
campus. These two actions should com- 
bine to call attention to the problems 
of reports and to provide present stu- 
dents who are the research reporters 
of tomorrow with examples for study 
and emulation. 


SUMMARY 


Research report preparation and pres- 
entation are related parts of the function 
of communicating vital information to 
marketing executives who are respon- 
sible for policy decisions. In a very real 
sense a research task is incomplete until 
it is expressed or communicated to these 
people in a manner that makes it a part 
of their thinking. Research writing can 
be made interesting and simple as well 
as technical and precise. 

The preparation of the report embod- 


ies the tools of analysis, interpretation, 
conclusion, and, on occasion, recommen- 
dation. Its purposes are to expose all 
pertinent ideas stemming from the re- 
search study in the light of the well-de- 
fined purposes of the study, and to relate 
them to the stated objectives. 

Report presentation utilizes the tal- 
ents of effective exposition by the writ- 
ten or spoken work and the graphic arts. 
While presentation method is variable, 
there are elements common to all good 


reports. Standards of composition, of 


statistical presentation, and of oral pres- 
entation have been suggested, as have 
also the obligations of researchers and 
clients, and proposals by which the 
AMA may stimulate improvement in 
reporting. 

Suggestions of readers are invited for 
the addition and refinement of concepts 
which may assist a future committee to 
prepare a more detailed and definitive 
statement. The maintenance of a high 
level of quality in marketing research 
reports is the responsibility of researchers 
equally with the utilization and refine- 
ment of sound techniques of gathering 
information on which the reports are 


based. 
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MASS MERCHANDISING IN LATIN AMERICA: 
SEARS, ROEBUCK & CO.* 


INTRODUCTION 


N FEBRUARY, 1947, Sears Roebuck & 

Company opened its first department 
store in Mexico City, and in doing so, 
launched a postwar expansion into the 
field of international merchandising.! 
Already planned are similar ventures in 
Sio Paulo and Rio de Janeiro, Brazil, 
and Caracas, Venezuela. This program 
is the outgrowth of a long-held convic- 
tion on the part of General Wood, 
Sears’ Board Chairman, that Latin 
America constitutes a sound and stable 
market. 

Behind Sears’ planning for Latin 
American operations lie several funda- 
mental considerations. The Company’s 
executives believe that the countries 
into which they are expanding offer sub- 
stantial opportunities to American mass 
merchandisers for several reasons: first, 
there is now sufficient purchasing power 
in some of the more concentrated popu- 
lation areas to provide adequate markets 
for such operations; second, retail insti- 


* Most of the information in this brief report has 
been obtained through the generous cooperation of Mr. 
Charles A. Meyer, Assistant to General Wood. 

1 The Mexico City operation, strictly speaking, is not 
the first of Sears’ ventures into foreign territory. In 
1942, a small store was opened in Havana, Cuba. Be- 
leaguered during the war by merchandise shortages, ex- 
port embargos, and shipping difficulties, it was not until 
the last two years that the Havana operation can be 
considered an unqualified success. In any case, the dif- 
ferences in the nature of the country and the size of the 
store make it difficult to consider the Havana store as 
fully indicative of other foreign operations. 


tutions in these countries, still operating 
on a low volume, high markup philos- 
ophy, constitute no great competitive 
hazard; finally, the investment necessary 
to undertake expansion into these coun- 
tries is relatively small compared to the 
potential stability and profitability. of 
the venture. This is not to say that 
Sears intends to drain large profits from 
foreign operations. On the contrary, it is 
expected that only modest profits will 
be obtained and that these will be 
plowed back into the ventures in each 
country to underwrite added growth. 


Tue Latin AMERICAN MARKET 


There has been much debate about the 
nature and size of the Latin American 
market. Obviously no part of that mar- 
ket is likely to yield per capita sales 
volume remotely approaching that ob- 
tained in the United States.? Low in- 
come groups, of fundamental importance 
to the mail order companies’ retail store 
programs in this country, cannot pro- 
vide even a fraction of the volume neces- 
sary for success in Latin America. The 
peon class in Mexico can afford to buy 


2 Recent official estimates, according to Tide, July 11, 
1947, p. 26, place 1947 Mexican national income at 
$8,250,000, and population at 22,750,000. This 
population estimate is higher than but not inconsistent 
with the last official census figure (1940), 19,654,000, 
reported in the Statistical Year Book of the League of Na- 
tions, 1942/1944, p. 14. On this basis present per capita 
income is approximately $362, less than one-third as 
large as most estimates of per capita income in this 
country. 
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very few items Sears sells; hence, the 
Company is aiming at the wealthy and 
developing middle classes. Since the 
number of people in these last categories 
is a very small proportion of the popula- 
tion, the scale of operation must of 
necessity remain limited. Thus it is cal- 
culated that the present store will ade- 
quately tap the Mexico City market of 
over two million persons. 

After due allowance is made for size, 
however, the contrast between the Sears 
markets in Mexico City and in the 
United States is more apparent than 
real. In attracting higher income shop- 
pers to its store Sears has not found it 
necessary to abandon its standard mer- 
chandise approach. In women’s ready- 
to-wear, for example, some executives 
suggested that the new store stock high- 
priced, exclusive dresses, in order to 
attract the patronage of the wealthy. 
Instead, the regular lines were carried, 
with great success. Differences in mer- 
chandise popularity are, in fact, sur- 
prisingly small in almost every depart- 
ment. Even within types of merchandise 
it is generally true that the price line 
which is most popular in this country 
also will be the leader in Mexico.’ Dif- 
ferences in taste and style do result in 
some variations, it is true, but most of 
these are not much greater than those 
which occur among different parts of 
this nation. 


Sears’ Po.icies IN LATIN AMERICA 
Lines Carried 


In general, three classes of merchan- 
dise have proved to be most successful. 
Household appliances and housewares 
have been outstanding; from the first 
it was apparent that major appliances 
such as refrigerators and stoves would 


3 The actual price may be different, of course, but not 
its position in relation to other price lines. 


be in demand, but the popularity of 
high-priced pots and pans came as a 
surprise. Second, yard goods are sold in 
large quantities, primarily because home 
dressmaking is still very widely prac- 
ticed. Third, men’s accessories, such as 
shirts and underwear (but not pajamas), 
have constituted an appreciable propor- 
tion of sales. Certain other lines should 
be mentioned. The hardware department 
has been very successful, aided particu- 
larly by the fact that the British and 
German goods which dominated the pre- 
war Mexican market, have not returned 
in quantity. Furniture, adapted for local 
tastes, also has proved to be much in 
demand. Broadly speaking the major 
difference in merchandise demands be- 
tween the two countries may be said to 
be the fact that greater sales of soft 
lines have been made in Mexico than is 
the case in most Sears stores in this 
country. 


Merchandise Resources 


Until September, 1947, about two- 
thirds of all merchandise handled was 
obtained from Sears’ regular United 
States sources. At that time, however, 
declining dollar balances caused the 
Mexican Government to require licens- 
ing of imports of many American items. 
Such merchandise as glassware, furniture 
and radios are not now shipped in quan- 
tity. Even before these restrictions were 
introduced, however, the Mexican tariff 
made it necessary or desirable to buy 
many items locally. Textiles, for ex- 
ample, were obtained from local re- 
sources. On items purchased locally it is 
interesting to note that Sears reportedly 
has no buying advantage over its major 
competitors since the volume of a single 
store does not warrant manufacturers 
granting large discounts. In spite of this 
fact Sears’ prices on such merchandise 
are substantially under those of its 
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competitors, reflecting the concern’s low 
mark-up, high volume philosophy. 


Prices 


In general the price policy for the 
Mexico City store has been the same 
as that for operations in this country. 
As a result Sears has undersold competi- 
tors on all items, the degree of difference 
in price being determined by a wide 
variety of circumstances. On items pur- 
chased locally, as explained above, the 
price differences may be relatively small. 
On items purchased in this country and 
subject to heavy import duties, differ- 
ences are larger but absolute prices are 
of course considerably above those ob- 
taining in this country. On other items 
which bear little or no import duty, 
Sears’ prices in Mexico City reflect only 
the often small transportation charges. 
Some prices, then, are very close to 
those found in the United States. 

The introduction of this pricing policy 
has resulted in substantial change in 
competitors’ positions in Mexico. While 
many reputable merchants in Mexico 
City were already using a one-price 
policy,‘ Sears’ entrance into the field has 
tended to make that approach more 
widespread. Most of the large depart- 
mentalized retail institutions in Mexico 
appealed to the wealthy class and were 
patterned after the most exclusive Amer- 
ican department stores. Many of them 
were not very efficient by our standards. 
Mark-ups were very high and the man- 
agement usually followed a policy of 
holding merchandise until it could be 
sold at the original price rather than 
marking it down to clear stocks and 
increase turn-over. Sears already has had 
some effect on this philosophy. 


‘In the sense of establishing a selling price on an 
item and not varying from it in individual transactions 
through the bargaining process as has been customary 
in that country. 


Store Locations 


The operation of the store itself re- 
flects standard Sears policies. It is a 
medium-large (80,000 sq. feet selling 
area) building located several miles from 
the center of town in a good residential 
area of the city. Both street cars and 
busses pass the location, and in addition 
parking space for 150 cars is provided. 
The store building was built by Sears 
along modern lines and might well com- 
pare with many others this Company 
has recently constructed. All offices are 
housed in an older building which abuts 
the new store. 


OTHER ASPECTS OF THE LATIN AMERICAN 
VENTURE 


Operating Costs 


Costs of operation in general are less 
in absolute terms than would be true 
of similar stores in this country. Wage 
rates, for example, are much lower 
although Sears pays as much or more 
than its competitors for comparable per- 
sonnel. When compared with sales, how- 
ever, cost ratios are not outstandingly 
low. A few expense percentages are lower 
than in domestic operations. A reflection 
of the personnel problem that Sears 
has faced in setting up its Mexican store 
is indicated by the fact that the propor- 
tion of non-selling employees to selling 
employees is much greater than in this 
country. Here, for example, 60 per cent 
of the total number of employees in the 
typical store are engaged in selling; the 
remainder are classed as operating em- 
ployees. The reverse is true in the Mexico 
City store. 


Personnel 


In developing its staff Sears began by 
advertising for employees. A flood of 
applications was received. As a result it 
was possible to select personnel of un- 
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usually high social type.’ Apparently 
many employees have chosen to go with 
Sears because they want to learn about 
modern merchandising methods for Mex- 
ico. In spite of their social standing, 
however, employees have had little 
training or experience. Sears’ training 
job, therefore, has been very extensive. 
Not only must all the details of store 
system and merchandising technique 
be explained, but constant emphasis 
must be placed on executing orders 
without unnecessary delay. It has been 
very difficult to impress all parties with 
the necessity of doing things on schedule 
and as promised. This is true of local 
suppliers as well as the Company’s own 
employees. 


Sales Promotion 


Promotional efforts of the store have 
been very similar to those in this coun- 
try. Sears advertises price leaders, and 
also expects an ad to carry traffic-pro- 
ducing merchandise and promote stand- 
ard items. Advertising generally has 
been effective in getting results at rea- 
sonable costs. Promotional ratios, for 
example, are similar to those in this 
country. In terms of sales per thousand 
circulation, the suspicion may arise that 
results do not correspond to those 
achieved here, but the costs of circula- 
tion are sufficiently low to compensate 
for this condition.® 


Credit 


Sears has adopted a policy of granting 
credit—no other approach would be 
possible in view of the credit practices 
of competitors—but the standards es- 
tablished to evaluate credit risks are 


5 An amusingly extreme case is that of the minor 
executive who was driven to work every day by his 
chauffeur in a Cadillac. 

6 As yet no detailed studies of results achieved by in- 
dividual advertisements have been made. 


more rigorous than those employed in 
areas with which the Company is more 
experienced. The time payment plan 
is used instead of the open account sys- 
tem. It is as yet too early to determine 
how great credit losses may be. Execu- 
tives foresee that the collection problem 
may be more difficult than is usually the 
case in this country. 


Form of Organization 


Routine legal problems have been 
rather simple. A separate corporation 
has been set up in each of the countries 
in which stores are to be operated. All 
the stock in these subsidiaries is at the 
present time owned by the parent con- 
cern and no change in this policy is fore- 
seen. Future expansion will be under- 
taken by each corporation within its 
respective country as mass merchandis- 
ing techniques prove to be successful 
and insofar as potentially profitable 
markets exist. At the same time, Sears 
expects that it will organize additional 
corporations to operate in other South 
American nations where corresponding 
opportunities may be found. Expansion 
then will be both intensive and exten- 
sive. 


CONCLUSION 


Before undertaking a program in any 
country, General Wood has first sought 
to clarify the position of the government 
of that nation respecting regulation of 
the enterprise. He apparently has been 
satisfied that Sears will not have to 
contend with discriminatory legislation 
which might unfairly hamper the pro- 
gram. In presenting its case the Com- 
pany has been able to show that its 
method of merchandising will be of bene- 
fit to the economic and political life of 
the country. The success of his argument 
should give satisfaction to those who 
may be somewhat wearied by frequent 
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complaints about the inefficiency and 
high cost of marketing. It is interesting 
to know that the ideas and methods of 
our mass distribution system, as well as 
the goods from our vaunted mass pro- 
duction organization, are beginning to 


find enthusiastic acceptance in foreign 
markets. 

Wituram F. Brown 
University of California, 
Los Angeles 


QUIZ FOR MARKETING EXECUTIVES 


1. Do your products as presently de- 
signed really meet market needs? 
How do you know this is so? Are 
market needs changing and, if so, 
how? 

. How do your products compare with 
those of your competitor? In design, 
in performance, in price, and most 
important, in the eyes of users? 

. Could your products be improved to 
give greater satisfaction? (A better 
product is one of the solidest kinds 
of competitive advantage.) 

4. Have you too many (or perhaps too 
few) products in your line? This 
question needs to be answered from 
the point of view of users, of distrib- 
utors and of your own marketing op- 
eration. What yardsticks do you use 
in dropping products from your line? 

. Are you reaching all of the known 
profitable markets for your products? 
Are there perhaps unknown markets 
which could be tapped profitably? 
If your answer is “No,” can you 
prove it? 

6. What types of new products should 

you develop or add to your line? 
Is your new product development 
program designed to capitalize on 
company strengths and avoid com- 
pany weaknesses? 
Have you adequate measures of 
market acceptability for your new 
products before investing heavily in 
production and marketing opera- 
tions? 


to 


w 
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Is the entire sequence of new pro- 
duct development from the idea to 
final marketing so managed as to 
achieve utmost speed? 

7. What is industry total sales and 
what is your company share, by 
products, by markets, by distribu- 
tion channels, etc? What trends are 
evident in company performance as 
compared to the industry? 

8. Do you have an adequate measure 
of sales potentials by salesmen’s ter- 
ritories, by districts, etc., so that you 
can plan your marketing activities 
most intelligently, establish useful 
sales quotas, and in general appraise 
the effectiveness of your territorial 
sales efforts? 

g. What is relative profitability of 
various products and sales terri- 
tories? 

10. Are your distribution channels ade- 
quate to reach the market properly? 
Should new channels be added or 
perhaps some eliminated? Do you 
have too many distributors in a 
particular market? 

11. Are the price levels of your products 
the most profitable today and in the 
light of probable future conditions? 
Is consumer psychology regarding 
your prices adequately known? 
What are the risks of further in- 
creases? What price behavior may 
be anticipated from competitors? Do 
you have adequate production cost 
data at different levels of output and 
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12. 


23. 


14. 


15. 


16. 


estimates of distribution costs so 
that fully intelligent consideration 
can be given to price policy? 

Are discount structures to various 
groups of distributors competitive 
and designed to encourage favorable 
attention to your product? Perhaps 
wholesale levels are too low or too 
high? Are quantity discounts, if 
used, related to cost of selling larger 
quantities? 

Is the marketing program of your 
company worked out in terms of 
overall strategy with salesmen, ad- 
vertising of various types, distribu- 
tor assistance and other selling 
methods combined in the most ef- 
fective proportions? Is the coordina- 
tion between the field sales force and 
advertising efforts truly effective so 
that each reinforces the other? 
What distinguishes your successful 
salesmen from your poor salesmen? 
Is use being made of such informa- 
tion in adding new men? Can psy- 
chological testing be used to advan- 
tage in your selection procedure? 
(Perhaps you have men who are too 
good for the class of work rather 
than too poor. More trouble comes 
from this than the other way 
around.) 

Are sales territories properly laid out 
to keep salesmen effectively busy? 
Does your measure of sales poten- 
tial aid you in laying out such terri- 
tories and in measuring performance? 
Are quotas set with reasonable ac- 
curacy and information available on 
competition and other factors which 
affect performance? 

Does the salesman’s compensation 
plan encourage him to put forth his 
best effort along lines desired by the 
company? 


18. 


19. 


20. 


we 
we 


Is field supervision truly adequate in 
amount and quality? 

Are salesmen reporting essential in- 
formation and only essential infor- 
mation from the field and is this in- 
formation actually used? 

Do you have means for setting rea- 
sonable standards for salesmen’s ex- 
penses in various territories? 

Is your training program adequate 
for meeting present and future 
buyers markets? 


. Are your advertising media reaching 


customers, prospects and distribu- 
tors at lowest possible cost consistent 
with effective coverage? 


. Are the copy themes really working? 


What measures do you have to re- 
veal this? 

Is the distribution of your advertis- 
ing budget between various uses of 
your products really backed up by 
facts? 

Is the physical distribution of your 
product handled to meet needs of 
your market at minimum cost with 
regard to methods of transportation, 
location of factories or warehouse 
stocks? 

Is your sales forecasting procedure 
adequate for production and sales 
planning? 

What do consumers think of your 
company as an institution? Do they 
view you as progressive and efficient 
or old fogey and sloppy? 

Are you in close touch with activi- 
ties of any and all government agen- 
cies which might have some bearing 
on your business, such as Federal 
Trade Commission, Food and Drug 
Administration, Department of Jus- 
tice, etc.? 

M. 


Ross CUNNINGHAM 


Massachusetts Institute of Technology 
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THE YOUTH MARKET 


N ORDER to discuss the potentialities 
Lo the Youth Market as direct pur- 
chasers of goods as well as discuss the in- 
fluences exerted by young people, it 
would be wise first to dissect this market 
into specific groups so that a clearer pic- 
ture of the Market and its significance 
can be shown. 

Each of these groups represents a time 
of life where some pressure is exerted by 
different forces. Hence to define more 
clearly each of these groups it will be 
necessary to explain the pressures that 
govern the group. 

The first youth group consists of chil- 
dren under five. They have no influence 
or purchasing power of their own and 
abide by two basic physical fundamen- 
tals which remain with them through 
life: fear of falling and the craving for 
food. 

The second important group are chil- 
dren between the ages of § and 12 whoare 
subjected to a number of older people’s 
influences including those of: parents, 
school, church, local representative of 
the law and their fellow classmates. They 
learn to respect other people’s property 
and not to take things that don’t belong 
to them. 

The third group which comprises the 
Youth Market falls between 12 and 18 
years of age. Previously subjected to ex- 
ternal forces, they are now influenced by 
pressure from within themselves making 
them seek to excel in such things as ath- 
letics or school politics and to seek ad- 
miration from the opposite sex. At this 
point they require facilities as well as 
capabilities for leadership. They want 
such things as a nice home where they 
can entertain their classmates. They are 
interested in the china on which they 
serve sandwiches totheirguests and in the 
piano or phonograph from which their 


entertainment is derived. They are first 
to start with anything new or novel— 
through necessity, the more original or 
unusual a person’s achievements or 
facilities, the more acceptance they have 
with their own group. 

This is the market in which almost all 
mass buying trends originate. Not all 
trends that originate in this store center 
are felt in the mass adult market, but all 
trends which seriously affect the adult 
market have their origin here. Classic 
example: men’s hats. 

Older people are more inclined to let 
what they have do, and purchase con- 
servatively. They consider certain pur- 
chases luxury items, whereas young 
people whose social acceptability de- 
pends quite a bit on their home regard 
these same purchases as_ necessities. 
Things like furniture, a new piano, a 
phonograph, an automobile all fall in 
this classification. 

The fourth segment of the Youth 
Market consists of people from 18 to 25 
who are subjected toa pressure unlike any 
of the others. A pressure which our coun- 
try as a whole is responsible for. An eco- 
nomic pressure. 

Young people in this age bracket are 
faced for the first time with problems of 
a capitalistic type of system. They are 
uneasy. They want to find a position 
that offers them opportunity. Most of 
them are anxious to settle down, build a 
home and raise a family. They are willing 
to try many new ventures and experi- 
ments until they find exactly what they 
are looking for. They experience com- 
plete buying power on their own without 
any consideration other than their in- 
come. 

Every year, over two and one half 
million young people come into this eco- 
nomic pressure for the first time. These 
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people represent new sales potentials for 
manufacturers. They start buying prod- 
ucts for the first time and continue for 
the remainder of their lives. They are 
willing and anxious to experiment not 
only with positions but also with mer- 
chandise. They are open minded and are 
willing to try anything once that will 
help them or satisfy them. Economic 
pressure remains with them for the rest 
of their lives. If they do not follow this 
pressure, and abide by it, they become 
beach combers or bums. 

There is a fifth pressure, which starts 
at the age of 25 and lasts for the remain- 
der of a person’s life, called pressure of 
routine. Now, usually married, settled in 
one job, associating with a smaller, se- 
lected group of friends, and with one or 
two hobbies, the average person’s job 
constitutes the greatest part of his every- 
day life. Whether the routine be ex- 
tremely narrow, or wide and bright- 
lighted, it still makes these people rather 
smug and complacent to new ideas. 
These are the same people who, years 
ago, experienced the same economic pres- 
sure, the same internal and external pres- 
sures that the Youth Market of today 
is going through. They, themselves, re- 
member how mixed up they were during 
those periods; also, how difficult it was 
for them to understand older people’s 
ideas of their activities. They upon whom 
once the pressures were exerted, are now 
the group who exerts the pressures. Thus, 


the conflict of thoughts between young 
and adult people. Youth is the more will- 
ing to accept new ideas, to go in new 
directions. 

In order for an adult manufacturer to 
get information that is reliable from 
young people, his only course is to use 
research facilities that have young people 
on their field staff. Comparative difficul- 
ties with the use of adult interviewers 
are: (1) Youth fears and dislikes adult 
interviewers because to him they repre- 
sent authority and restraint. (2) Youth 
has a viewpoint of its own which adult 
interviewers can neither appreciate, nor 
interpret. (3) Youthful interviewees of- 
ten take delight in misleading adult in- 
terviewers. (4) Youth is very likely to 
tell an adult exactly what he thinks the 
adult wants to hear. 

The influence which young people 
exert on parents, combined with the ac- 
tual buying powers of these youth makes 
today’s Youth Market an interesting po- 
tential for all wide-awake manufacturers. 
The important thing to remember is 
that in order to reach them, it is neces- 
sary to understand them. The manu- 
facturer who accomplishes this has an 
advantage over his competitors. This ad- 
vantage shows up not only over a long 
period of time, but in most cases, almost 
immediately after intelligent communi- 
cation and merchandising is developed. 

EuGENE GILBERT 
Gilbert Youth Research 


SOME OBSERVATIONS CONCERNING 
MARKETING EXAMINATIONS 


AST year, at the request of the Com- 
mittee on the Teaching of Market- 

ing, the writer collected question papers 
used in final examinations for the first 
course in Marketing from some twenty 
different institutions. It was contem- 
plated that, from these questions, a com- 


pilation of typical questions could be 
made and distributed to teachers, which 
would be helpful both in easing the bur- 
den of finding good questions and in en- 
couraging some degree of uniformity in 
what is expected of students completing 
the course. Careful perusal of the ques- 
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tions submitted, however, indicated such 
wide diversity in kinds, types, and quali- 
ties of questions that it seemed virtually 
impossible to make any compilation 
which would be useful to more than a 
limited number of teachers. 

The differences among examinations 
used in the various schools appear to 
stem from differences in (1) the objec- 
tives of the courses offered, (2) the place 
of the particular course in the business 
curriculum, and (3) the attitude of the 
individual teacher as to what he con- 
siders important. For example, the 
teacher who asks the student to “explain 
and appraise the recommendation for 
the establishment of a differentiated 
pricing system for retail goods,” may 
have entirely different objective from 
the one who asks, ““What steps can the 
independent merchant take to meet 
chain store competition?” Again, it is 
not likely that a teacher whose course is 
to be followed by a problems course 
would ask, “Should a manufacturer of 
small household pumps sell through local 
dealers, exclusively through a mail order 
house, or use both channels?” The 
teacher who asks the student to “name 
the functions of Marketing”’ is evidently 
more interested in finding out whether 
the student has read and remembered 
his textbook than he is in the broad 
social implications of the subject or in 
the application of the “so-called” prin- 
ciples, since Marketing textbooks are not 
in agreement as to what these functions 
are. 

The fact that these differences occur 
not only among individual questions but 
in the pattern of examinations as a whole 
raises the question of whether or not it 
is desirable to have more uniformity in 
the courses in Marketing given in the 
various schools. After all, schools do ac- 
credit the courses of others, and if the 
content of courses is so widely diverse, 
how can we tell what the student has 


been exposed to? The second question 
is: Assuming that it is desirable, is it 
possible to secure more uniformity in 
view of the widespread differences among 
authorities as to what should be the ob- 
jectives and the content of the first 
course in Marketing? 

It would be obviously unfair as well 
as unsound to rely too heavily on the 
examinations submitted, as evidence of 
the character of the teaching of the sub- 
ject. However, the very fact that there 
are wide differences in the searchingness 
of the questions asked would seem to re- 
flect a wide disparity in teaching effec- 
tiveness as well as purposes. Is it possible 
that under the stress of overcrowding on 
the one hand, and of the difficulty of se- 
curing capable personnel on the other, 
school administrators have traded down 
the subject of Marketing in the business 
curriculum? Is Marketing becoming the 
leading “cinch,” ‘“‘pipe,” or “snap” 
course which students can successfully 
pursue without effort and almost with- 
out consequence? Are many of our 
schools over-simplifying the subject and 
thus creating an attitude conducive to 
snap judgements on all marketing prob- 
lems? 

The above questions, of course, cannot 
be answered without considerable study. 
But, if they should be answered in the 
affirmative, then a final problem arises 
as to how proficiency in teaching can be 
secured. At present any one may under- 
take to teach Marketing regardless of 
his aptitude, education, or experience, 
and there are no standards by which the 
effectiveness of the teaching can be 
judged. It would seem that the finding 
of an answer to these problems is worthy 
of consideration as a project of the Amer- 
ican Marketing Association, established 
as it is “for the advancement of science 
in Marketing.” 

Epmunp D. McGarry 
University of Buffalo 
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FILM REVIEWS AND NOTES 


RETAILING 


By Fupiter. (16 mm. sound-on-film 
motion picture; running time about 25 
minutes; sold by Wilding Picture Pro- 
ductions Inc., 1354 Argyle Street, Chi- 
cago, Ill., price $125.) 

This picture, produced for Marshall 
Field & Co., and used by some of the 
largest department stores in New York 
City, does not deal with retailing as such 
but rather with the art of getting along 
with one’s fellow men. 

It is a fantasy which opens with 
Jupiter amazed that he has just per- 
formed a miracle despite the fact that 
no one has believed in him for years. 
At the suggestion of his wife, Juno, he 
decides the earth could use a few mira- 
cles. Juno and Jupiter then follow the 
life of a mortal for one day and find that 
everything is going wrong for him. 

At last Jupiter tells the thoroughly 
discouraged mortal that he could have 
had a successful day if he had been 
“wisely selfish.” Jupiter gives him a 
lecture on the fundamentals of getting 
along with people and then performs a 
miracle by permitting him to relive his 
“bad day.” On this second chance the 
mortal follows the advice of the god and 
“by Jupiter” everything turns out right. 


ADVERTISING 
The Pulling Power of Bristol. (16 mm. 


sound-on-film color motion picture; run- 
ning time about 20 minutes; arrange- 
ments for renting may be made with 
Linton Brothers & Co., Fitchburg, 
Mass.) 

This film may be used in courses deal- 
ing with direct mail advertising or with 
advertising production. Its value, if used 
in teaching direct mail advertising, lies 
in the ideas for novel presentations that 


it gives. If used as an aid in advertising 
production courses, it should be em- 
ployed during that portion of the course 
which treats of papers and their uses. 
The chief weaknesses of the film as a 
teaching aid are its commercialism and 
its highly specialized treatment of sub- 
ject matter. 


The picture presents the merits of 


Index Bristol and Printing Bristol in 
office and advertising use. Several ex- 
amples of the use of Printing Bristol in 
direct mail advertising are shown, and 
in the course of this presentation some 
clever direct mail ideas are given. 

The film emphasizes the point that 
“the desk top is the battle ground where 
the fight of direct mail to do its job is 
won or lost.” If the battle is lost the 
direct mail piece finds its way to a con- 
veniently located waste basket. Printing 
Bristol is presented as a device that will 
help win the battle. Color, shape, stiff- 
ness and imagination are the factors 
which combine to make direct mail pieces 
that will gain and hold attention. Bristol 
makes possible the color, the shape 
through die cutting, and the stiffness. 
With these aids the imagination is given 
greater freedom of play. 


GENERAL MARKETING 
Work of The New York Stock Exchange. 


(16 mm. sound-on-film color motion 
picture; running time about 15 minutes; 
sold by Bacon & Vincent, 20 East 69th 
Street, New York City, $110.) 

This picture opens with a brief presen- 
tation of the thesis that idle dollars do 
not put idle land, idle labor, or idle 
management to work but that dollars 
correctly employed pyramid production. 
Following this introduction, a firm which 
is in need of funds is pictured. An invest- 
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ment banker is called upon and after the 
necessary investigations are made, secur- 
ities are issued. 

The remainder of the film deals with 
the marketing of these securities. How 
securities are listed on the stock ex- 
change and the advantages of such 
listing are demonstrated. Next, trading 
through a stock broker and the opera- 
tions on the floor of the exchange are 
shown. In these shots some considera- 
tion is given to the various forms em- 
ployed, how transactions are recorded, 
and how dealings on the exchange are 
publicized. 

The Freight Yard. (16 mm. sound-on- 
film motion picture; running time about 
18 minutes; distributed through 40 film 
libraries. List of sources obtainable from 
Motion Picture Bureau, New York 
Central System, 466 Lexington Avenue, 
New York, 17, N. Y. No charge or 


nominal rental fees depending upon dis- 
tributor.) 

This film shows the operations in a 
freight classification yard of the New 
York Central in which thousands of cars 
are handled every 24 hours. Yet despite 
this heavy traffic the placing of each car 
is so carefully planned that any particu- 
lar car can be located in a few seconds. 
The “hump,” an artificial hill that helps 
run cars to the desired location without 
aid of switching engines is pictured. Also 
shown are the system of checking cars 
for needed repairs, the value of stan- 
dardized parts in making repairs, the 
operation of automatic retarders, the 
make-up of trains according to destina- 
tion of cars, various types of freight cars, 
and the work of switchmen and railroad 
police. 

Water A. Gaw 
City College of New York 














Communications 








Epiror’s Note: The following communication was 
received following the publication of the review of the Na- 
tional Wholesale Druggists’ Association book on‘‘fair trade” 
in the Fanuary 1948 issue of the JOURNAL. These comments 
accompanied by a reply by Dean Grether which follows 
should be of interest to students of marketing. 


In DEFENSE oF “‘FarIR TRADE” 


While Dr. E. T. Grether’s review of 
“The Basis and Development of Fair 
Trade” is critical and presents the per- 
sonal views of the reviewer on the sub- 
ject, without supporting documentary 
evidence, it is on a whole, good and we 
are appreciative to Dr. Grether for the 
manner in which the subject has been 
handled. 

We feel certain that had Dr. Grether 
been better informed concerning the 
manner in which the fair trade laws and 
the Tydings-Miller Act have been made 
use of in the drug industry, he would 
have recognized that the deceptive pred- 
atory and destructive price cutting 
tactics which have been very largely 
eliminated through the utilization of 
these laws by the drug industry has 
resulted in far more benefit to the public 
at large and also to the owners of prop- 
erty as it resides in trade marks as well 
as to various small volume and large 
volume distributors than otherwise would 
have been the case. 

Prior to the utilization of the permis- 
sive features of these laws in the drug 
industry large volume distributors, par- 
ticularly in metropolitan centers, were 
forcing many small volume distributors 
out of business because of underselling 
them through predatory price cutting. 
This was possible not because the large 
volume distributors were more efficient 
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or had lower operating costs—in fact, 
the reverse was true and still is. The small 
volume distributors in the drug industry 
have an overhead of around 30 per cent 
on sales. The large volume distributors 
have an overhead of around 38 per cent 
to 40 per cent. The large volume distrib- 
utors were able to undersell small 
volume distributors because they se- 
cured much of their merchandise at a 
price 1§ per cent to 16 per cent lower 
than the small volume distributor. This 
differential in most cases is not justified 
through any savings affected by the 
manufacturer. 

The Patman Law was intended to 
help correct this. However, it has not 
done so because the manufacturer only 
sold to a limited number of these large 
volume retailers whom he treated all 
alike and who are not in competition 
with wholesalers. The wholesalers pur- 
chase at about the same price as the 
large volume retailers who buy direct. 
The wholesalers take care of the needs 
of the small volume retailers who do 
about 75 per cent of the volume in the 
drug industry and represent about ten 
times as many retail outlets. 

Manufacturers in the drug industry 
have quite generally provided under 
their fair trade contracts varying mini- 
mum selling prices for varying quanti- 
ties, for the wholesaler. The individual 
small volume retailer who buys from the 
wholesaler is, therefore, placed in a 
position to compete on a fairly equitable 
basis with the large volume retailer who 
buys directly from the manufacturer. 

One outstanding piece of research 


recently conducted by the National As- 
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sociation of Chain Drug Stores discloses 
the fact that on some 7000 drug store 
items, most of which have been under 
fair trade contracts, the cost to the 
consuming public since Pearl Harbor 
1941 has increased only 3.1 per cent. 
Compare this with what the consumers 
had to pay for practically every other 
necessity of life—food, clothing, etc. 
We are enclosing a copy of this recent 
survey. 

We are well aware of the comparative 
price studies made by Dr. Grether in 
1933 and 1935. This work was largely 
carried on in metropolitan areas where 
big chains and other large volume retail 
distributors operate and did not give a 
true picture either state wide or nation 
wide. 

At an expense of some $30,000 the 
Druggists’ Research Bureau secured the 
services of the best research workers to 
make a nation wide study of fair trade 
and the retail drug store. The instruc- 
tions of the Bureau to the research work- 
ers was to get the truth and the facts and 
let the chips fall where they may. The 
results of this study were published in the 
book “‘Fair Trade and the Retail Drug 
Store,” copy of which is being sent to 
you. 

It is true, of course, practically all of 
the intensive research on the effect of 
fair trade which has been carried out in 
this country has been sponsored and paid 
for by the drug industry. This might 
cause one to imply that it is biased. We 
know, however, that such is not the fact. 
We spent over 20 years in scientific pro- 
fessional research work and we know the 
difference between the assembling and 
publication of actual facts and the mak- 
ing up of biased alleged research surveys. 

It appears that economists generally 
hold that any restraint of trade is eco- 
nomically unsound and against the best 


interests of the public at large. In the 
drug industry the fair trade laws have 
been used in such a manner that destruc- 
tive practices clearly adverse to the inter- 
ests of the public at large have been very 
greatly curtailed. Scientific statistical 
studies have clearly proven that the 
public actually saved about 1 per cent in 
their drug purchases. Competition con- 
tinues as intense as ever. The owners of 
trade marks and brand names are main- 
taining reasonable protection for their 
property as it resides in the values of 
trade marks and brand names. Any at- 
tack on our trade mark laws which tends 
to lessen the rights of the owner is, in 
part at least, an attack on the right of an 
individual to protect his own property. 
The right of an individual to protect 
his own property is surely a fundamental 
principle of American democracy. The 
Courts of Florida only a few months ago 
upheld the Florida fair trade act as 
clearly within the state constitution. 
This case involved the question of 
whether a non-signer of a fair trade con- 
tract who knew what the stipulated min- 
imum selling prices were, was under obli- 
gation to observe same. This is further 
judicial support for the point of view we 
represent. 
E. L. Newcoms 
National Wholesale Druggists’ Association 


REJOINDER 


Mr. Newcomb, among other things, 
states that (1) I presented personal views 
“without supporting documentary evi- 
dence,” (2) if I had “‘been better in- 
formed concerning the manner in which 
the fair trade laws and the Tydings- 
Miller Act have been made use of in the 
drug industry ...” I would have “‘rec- 
ognized that the deceptive, predatory 
and destructive price cutting tactics 
which have been largely eliminated .. . 
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has resulted in far more benefit to the 
public at large and also to the owners of 
property as it resides in trademarks, as 
well as to various small volume and large 
volume distributors than otherwise would 
have been the case,” and (3) my compara- 
tive price studies were “largely carried 
on in metropolitan areas where big 
chains and other large volume distrib- 
utors operate and did not give a true 
picture, either state wide or nation 
wide.” 

It is true that in my review I did not 
give supporting evidence for my state- 
ments. In fact, most of them do not 
require evidence since they merely sum- 
marize the wholesale drug trade’s Re- 
port. Presumably, Mr. Newcomb is re- 
ferring to the conclusions in the final two 
paragraphs. The bases of these judg- 
ments may be found in my two studies, 
Resale Price Maintenance in Great Brit- 
ain (1935), and Price Control under Fair 
Trade Legislation (1939), with adequate 
documentation and analysis, so I be- 
lieve. I have long believed that the mem- 
bers of the American industries and 
trades were paying too little attention to 
both the short run and long run readjust- 
ments in the price structures and upon 
the numbers of members in the trades 
under resale price maintenance. The full 
effects of the Fair Trade Laws cannot be 
analyzed in terms of short run direct 
price comparisons for specific items, or 
the immediate gains to “‘various small 
volume and large volume distributors.” 
Undoubtedly, most distributors in the 
drug trade gained in the short run, but 
the evidence is not so clear for manu- 
facturers and the public. Full appraisal 
from the point of view of manufacturers 
and the public involves the analysis of 
the compensatory repercussions through- 
out the entire price system, as well as 


1 Italics are mine. 


direct competitive effects. In addition, 
there are the long run consequences once 
the full effects of an increase in the num- 
ber of dealers, private brand competition 
etc., etc. make themselves effective. I 
tried to develop some of these more 
complicated short run adjustments and 
long run consequences in my volume, 
Price Control under Fair Trade Legisla- 
tion (see chapters 9, 10 and 11). 

So far as my lack of knowledge (“‘had 
Dr. Grether been better informed’’) is 
concerned, I can plead only several 
years of rather intensive investigation in 
California and the United States, my 
field work in Great Britain in 1933, and 
an examination of the published mate- 
rials including those provided by the drug 
trade. These investigations produced the 
two volumes mentioned above and 
numerous articles. Actually, however, 
the issue seems to be not one of facts 
per se, but of interpretation and analysis. 
The evidence developed in The Basis 
and Development of Fair Trade, or in the 
earlier volume, Fair Trade and the Retail 
Drug Store, does not lend itself even to 
sweeping conclusions concerning inter- 
ests of members of the industries and 
trades, let alone those of the public. 

So far as (3) above is concerned, Mr. 
Newcomb is definitely in error, for my 
price studies covered other than metro- 
politan areas, and were not limited to 
popular priced (cut rate) dealers. (See 
Chapter 11, and especially Table V 
in the appendix of Price Control under 
Fair Trade Legislation.) 1 was very 
careful, however, to point out the limi- 
tations of my evidence as well as the 
likely nature of some of the readjust- 
ments throughout the price system (see 
especially Chapter 11). The spokesmen 
for Fair Trade apparently are not willing 
to admit the obvious increase in prices 
in the popular priced stores under resale 
price maintenance. This increase must 
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be debited against whatever decreases 
occurred in an attempt to measure the 
short run, direct impacts upon consum- 
ers. But these immediate consequences, 
as indicated above, represent merely the 
beginnings of a series of adjustments 
throughout the price system. 

This is not the place to argue the mer- 
its of the well-known study, Fair Trade 
and the Retail Drug Store, published by 
the Druggists’ Research Bureau i in 1940. 
I have high confidence in the integrity 
and capacity of the authors and their 
handling of the data. The chief issue is 
the general validity of the replies to the 
questionnaires under the conditions of 
the trade at the time and the methods 
of collection. Likewise, the conclusions 
with respect to results under the Robin- 
son-Patman Act involve matters of fact 
in an area where full, impartial research 
has not as yet provided adequate evi- 
dence. Here, indeed, is a fertile field for 
research. 

I have read the paragraph stating that 
the cost to consumers on some 7,000 
drug store items has increased only 3.1 
per cent since Pearl Harbor, to a number 
of people, including my seminar of eigh- 
teen graduate students, asking them to 
give me their immediate reactions. In 
most cases, the reactions were as fol- 
lows: (1) disbelief—‘“‘it can’t be true; it 
isn’t in accordance with our experience,” 
and then (2) “if true, if throughout this 
period of rising costs and prices, drug 
products have not risen in price, then 
they must have been overpriced to begin 
with,” and finally (3) “‘isn’t it a non- 
sequitur to assume that resale price 
maintenance is the cause?” If these reac- 
tions are typical, then there may be an 
unexpected result from the standpoint of 
public relations. 

As a matter of fact, this collection of 
data and the conclusion drawn from it 
illustrate beautifully the dangers that 


lurk in the use of broad, weighted aver- 
ages. The data are presented as follows: 


WEIGHTED AVERAGE INCREASE OR DECREASE IN PRICES 
or Fair Trape Drucs anp CosMETICS FROM 
1939 TO 1947 


Per Cent Weighd 
er Cent 
Increase I 
ncrease 
“ad or 
Decrease Diavinies 
Drugs 5.36 1.9575 
Vitamins —32.52 — 3.2943 
Face Powder 1.01 .0206 
Creams $5 .0180 
Lotions .29 .0090 
Nail Preparations 1.32 .0189 
Lipstick & Rouge 43 .0089 
Perfumes, Toilet Water and 
Colognes 16.05 398 
Manicure Implements 41 i4 
Misc. Cosmetics §.29 3719 
Tooth Paste and Powder 6.33 3532 
Blades and Razors 82 .0238 
Tooth Brushes —1.39 — .0225 
Hair Preparations 4-44 .2389 
Shaving Cream and Soap 7.85 .1594 
Foot Preparations 3.14 .0217 
Prophylactics 1.09 .0262 
Hospital Supplies 51.05 1.5165 
Rubber Goods 10.07 . 1803 
Supporters 41.78 0571 
Compacts 41.26 0906 
Cleansing Tissues 27.27 $781 
Sanitary Napkins 15.27 3466 
Brushes except Tooth and 
Shaving ©.00 
3.1216 


Nowhere is there an explanation of the 
method of weighting employed, although 
it is evident that it is related somehow 
to the volume of sales of the items. The 
range of variation among the items is 
from — 32.52 for vitamins to 51.05 for 
hospital supplies. Obviously a high 
weighting of vitamins would exercise a 
strong downward pull doun the aggre- 
gate average. Incidentally, should Fair 
Trade be given credit for the decrease in 
the price of vitamins during this period? 
Was not this decline traceable to tech- 
nological and organizational advances 
plus an enhancement of competitive 
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pressures through the entrance of new 
forms into production? Most likely simi- 
lar forces influenced other drug products, 
as the sulfas, penicillin, etc. It is much 
too simple to interpret the price move- 
ments in this field from 1939 to 1947 in 
terms of the effects of the one factor, 
resale price maintenance of branded 
drug products under the Fair Trade and 
Tydings-Miller Laws. 

Needless to say, I am not a partisan 
in this matter. In the July, 1947 issue of 


this jourNAL I took occasion also to 
point out some limitations in the Federal 
Trade Commission’s Report on Resale 
Price Maintenance. The supreme respon- 
sibility of a social scientist is to stand 
as firmly and objectively as possible be- 
tween the parties to a social controversy 
and truly “‘let the chips fall where they 
may.” 

E. T. GReETHER 
University of California, 


Berkeley. 
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Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall, and also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the following 
pages should address their requests to the 
respective publishers.—THE JOURNAL does 
10t have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


1. Advertising 

2. Selling—Personal 

3. Industrial Marketing 

4. Marketing Farm Products 

5. Marketing Minerals 

6. Marketing Services 

7. Producers’ Marketing of Consumer 
Goods 

8. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

Foreign Trade 

12. Co-operative Marketing 

3. Credit—Mercantile and Retail 

14. Retailing 

15. Transportation. 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 

1g. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 

22. General Market Statistics 

23. Market Area Studies 


— 
— 
. 


24. Research Techniques 
25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Advertising’s Sales Power Can Be 
Measured. Daniel Starch, Advertising 
and Selling, February, 1948. 


The method here presented as a technique 
for measuring sales effectiveness of adver- 
tisements is fairly simple in theory. It re- 
quires that the readers of a particular ad- 
vertisement be discovered (by the standard 
Starch questioning procedure) and that 
their purchases of the product advertised be 
determined for the 20-day period immedi- 
ately preceding issuance of the ad and for the 
10-day period following its appearance. The 
same information is also obtained for non- 
readers of the advertisement. Using the 
non-readers as a control group, the influence 
exerted by the advertisement can then be 
measured by noting the comparative shift 
in readers’ purchases before and after ap- 
pearance of the ad. Dr. Starch gives several 
examples of the use of this technique and 
discusses its significance for testing relative 
effectiveness of different advertisements. At 
least one question not noted by the author 
arises in considering the validity of the 
method. Since the sample of each class of 
data may be very limited in size, the small 
percentage differences between readers’ and 
non-readers’ purchases in many cases may 
not be sufficiently reliable to use as measur- 
ing factors. 


1.2 The Townsend Method of Evaluating 
Advertising. W. S. Townsend, Print- 
ers’ Ink, February 13, 1948. 


With this issue of Printers’ Ink Mr. W. S. 
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Townsend launches an extended series of 
articles expounding the famous Townsend 
27-point system of evaluating advertise- 
ments. The opening installment lists these 
27 principles and explains their derivation 
and philosophy. The meaning and signifi- 
cance of each of them are to be clarified in 
ensuing installments. 


1.3 University of Chicago (Chicago 37, Illi- 
nois.) 


Studies in progress: 4n Empirical Study 
in Maximizing the Productivity of the Ad- 
vertising Appropriation. (Ph. D. thesis.) G. 
Maxwell Ule. 4 Study of the Effect of Fre- 
quency and Continuity in Weekly Newspaper 
and Magazine Advertisements. (Faculty re- 
search.) George H. Brown and Miriam Ros- 
enbloom. 


1.4 Dun & Bradstreet, Inc. (290 Broadway, 
New York, 8.) 


A survey of the readership habits of bank 
presidents in Chicago and nearby areas, cover- 
ing newspapers, magazines, and trade jour- 
nals, has been conducted by Dun & Brad- 
street’s Marketing and Research Division. 
The survey was conducted entirely by mail, 
and an unusually high rate of return was 
achieved. Within the first week after sending 
out the questionnaires, 48 per cent had been 
returned. Final tabulations made a month 
after the mailing included returns from 59 
per cent of the total mailing. 


1.5 More Power in Newspaper Ads, Part 2. 
(New York: Bureau of Advertising, 
American Newspaper Publishers As- 
sociation, 370 Lexington Avenue, 
1948. Pp. 48.) 

Readership performance of national gro- 
cery advertisements using conventional or 
display techniques is measured here in con- 
trast to those using the editorial techniques 
described in Part 1 (see yournaL, April, 
1948, item No. 1.2). Editorial-style adver- 
tisements attracted more than twice as many 
readers per line as did the display advertise- 
ments, but there is evidence that this supe- 
rior performance was due to their more 


skillful use rather than to any inherent su- 
periority. 

It is concluded that for conventional dis- 
play advertisements a single illustration is 
superior to multiple illustrations, a dominant 
illustration is better than an incidental one, 
and photographs are superior to either wash 
or line illustrations. Extensive reverse-plate 
areas tend to lower readership. Illustrations 
showing food items, babies, and known 
personalities obtain higher readership than 
do illustrations, picturing men, women, or 
packages. Recipes used with dominant food 
pictures tend to increase readership. Time- 
liness usually will help but humor and fan- 
tasy must be handled with care. 


1.6 Circulation Analysis of Weekly News- 
papers. (Syracuse, New York: Weekly 
Newspaper Bureau, 768 Irving Ave- 
nue, 1947. Pp. 15.) 

The second report in this series by Cross- 
ley, Inc. (see JouRNAL, October, 1947, item 
1.3) defines the market served by weekly 
newspapers. Eighty-seven and one-half per 
cent of all weekly newspapers, with 77.5 per 
cent of total circulation, are located in non- 
metropolitan areas. Of the total circulations 
of all weeklies covered, 78.7 per cent is in 
places of less than 10,000 population. It is 
estimated that 62.8 per cent of all families 
living in places under 10,000 in population 
subscribe to a weekly newspaper. 


1.7 Nationwide Magazine Audience Survey. 
Report Nos. 1 and 2—Individuals. 
(New York: Magazine Advertising 
Bureau, 271 Madison Avenue, 1948. 
Pp. 65, xix.) 


An announcement of this study was made 
in the April issue of the youRNAL (see item 
No. 1.4). Since a very limited edition of 
Report No. 1 has been printed, highlights of 
the report will be presented here. 

Readers of at least one magazine of the 
45 included in the survey constituted 68.9 
per cent of the population age 15 and over. 
A higher proportion of women (73.5) than 
of men (63.6) were readers. Likewise, a higher 
proportion of urban population (70.6) were 
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readers than of rural non-farm (65.9) or 
farm (66.7) population. Readership declined 
consistently with an increase in age, from 
81.8 per cent for those in the age groups be- 
tween 15 and 24 to 46.7 per cent for those 65 
years of age and over. The same consistent 
trend is observed when readers are classified 
by economic status, from 90.8 per cent read- 
ership in the prosperous economic group to 
8.2 per cent in the lowest income group. 

By occupation, the highest readership is 
found among students (90), professional and 
semi-professional persons (88.6), clerical and 
sales personnel (83.8), executives (75.2), and 
housewives (71). The lowest readership is 
found among retired persons (44), unskilled 
workers (45.8), and farm laborers (52.6). 

Readership for a time increases rapidly 
with an increase in the amount of education 
but levels off as the higher college grades are 
attained. Only 48 per cent of those with an 
education limited to grammar school are 
readers, but 78.6 per cent of those who 
attended high school and 85.3 per cent of 
those who graduated from high school are 
readers. College graduates (91.8) show a 
slight decline in relation to those who at- 
tended college less than four years (92.1). 

Of all readers, 18.5 per cent read only one 
magazine, 16.6 per cent read two magazines, 
15.3 per cent read three, 11.6 per cent four, 
8.5 per cent five, 6.8 per cent six, and 22.7 
per cent read more than six magazines. 

To be classified as a reader, a respondent 
must have claimed to have read the magazine 
within the past six months, must have iden- 
tified the cover of a particular issue, and 
must have recognized one or more of five 
representative editorial items from the same 
issue. 

The complete report contains many cross- 
classifications of the main findings men- 
tioned above and a compiete description of 
the methodology used. 

Report No. 2 puts the material of Report 
No. 1 into more popular form, with simpli- 
fied tables and charts, for ready use of the 
non-professional public interested in adver- 
tising. 


1.8. Continuing Study of Magazine Audi- 
ences. Report No. 9. (New York: 


Life, Rockefeller Center, 1947. Pp. 
45.) Continuing Magazine Audience 
Study. Report No. 2. (New York: 
Look, 511 Fifth Avenue, 1947. Pp. 
23.) 

Procedures previously established by the 
Magazine Audience Group for the immedi- 
ately preceding studies in these two series 
were continued in the 1946-1947 surveys 
reported here. The Life report presents one 
innovation, namely, audience figures are 
given not only for states but also for 594 
local markets. The latter include all coun- 
ties with a population center of more than 
10,000 persons. 

Total audiences and circulations for the 
six magazines surveyed are, in this order, as 
follows: 

Life 26,000,000 5,155,000 
Saturday Evening Post 13,750,000 3,656,000 
Collier’s 11,100,000 2,750,000 
Look 15,650,000 2,329,000 
American ©,200,000 2,339,000 
Cosmopolitan 8,150,000 2,105,000 


1.9 Young Women and Magazines. (New 
York: Good Housekeeping, 57th Street 
at Eighth Avenue, January, 1948. Pp 
57.) 

A survey of magazine readership, made by 
Elmo Roper, among women from 16 to 35 
years of age. Twenty-six magazines were 
included in the survey. The report presents 
data regarding the magazines read regularly, 
those that are considered most interesting, 
the ones on which most time is spent per 
issue, and those that are considered most 
useful. 

The basic tabulation of data is according 
to marital status, but cross tabulations are 
used to classify readers according to age, 
economic status, education, parental status, 
housing accommodations, and other factors. 
A special verification study was conducted to 
determine the amount of inflation in reader- 
ship claims. 


1.10 Effective Life of Business Paper Ads. 
F. D. Jones, Industrial Marketing, 
January, 1948. 


An extensive test conducted in Machinery 
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magazine indicates that advertisements in 
business papers of this kind may have a very 
long life. The experiment was carefully de- 
signed to eliminate as much as possible the 
influence of variables. The same advertise- 
ment (for twelve technical books) was in- 
serted 24 times over a four year period 
(1942-1946) with only the key in the coupon 
changed. Traceable sales (from coupon 
orders) provided the data on which to judge 
life of the insertion. On two different issues 
coupon orders were received as long as eleven 
months after dates of issue. In most cases 
more traceable sales were obtained in the 
second and following months (combined) 
than were received in the first month after 
issuance. Furthermore, in about one-third of 
the cases the advertisement produced more 
traceable sales during the second month 
than during the first month, Average life of 
an advertisement was about seven and one- 
half months. 

A second short test also throws some light 
on the relationship between coupon orders 
and total sales attributable to the advertise- 
ment. A new technical book was advertised 
in Machinery. Since no other source of in- 
formation about this book was available to 
purchasers, most if not all of the orders for it 
within a short period could reasonably be 
attributed to the advertisement. Actually 
only one-eighth of these orders, however, 
were received in the form of the coupon, 
suggesting that the actual effectiveness of the 
ad was much greater than coupon returns 
indicated. 


1.11 The Continuing Study of Farm Publica- 
tions. D. B. Lucas, Printers’ Ink, 
March 5, 1948. 


The methods employed in the “Continuing 
Study of Farm Publications” now being 
carried on by the Advertising Research 
Foundation are carefully explained in this 
article. Extensive tests were conducted to 
obtain answers to such questions of proce- 
dure as the use of qualifying kits to deter- 
mine readers, the sampling plan, the nature 
of material to be covered, respondent fatigue, 
and so on. The author explains the approach 
co these problems and the decisions made 


respecting them. No attempt is made to 
report the results of the individual studies 
themselves. 


1.12 Surveys Measuring the Effectiveness 
of Dirigible Advertising. (New York: 
Douglas Leigh Sky Advertising Cor- 
poration, 630 Fifth Avenue, n. d. Pp. 
13.) 

In a survey in Philadelphia by Alfred 
Politz Research, almost 65 per cent of re- 
spondents remembered (on an unaided recall 
question) the product that had recently been 
advertised by dirigible. In a Portland, Ore- 
gon, experiment conducted by Reuben H. 
Donnelly Corporation, dirigible advertising 
also appeared to be unusually effective. The 
cost of such advertising was claimed to be 
approximately one-half cent per person 
reached in the Philadelphia experiment. 


1.13 What National Advertisers Think of 
Media Merchandising Assistance. 
George R. Parnaby. (New York: 
Deutsch & Shea, Inc., Times Tower, 
n. d. Pp. 6. Mimeographed.) 


Almost two-thirds of the national adver- 
tisers reporting stated that they were satis- 
fied with the merchandising services ren- 
dered by media. The services most preferred 
by advertisers included personal calls on and 
letters to distributors and dealers and the 
setting up of displays in retail outlets. A 
number of suggestions are made for improve- 
ment of service. 


1.14 Retail Advertising Fundamentals. (New 
York: National Retail Dry Goods 
Association, 100 West 31st Street, 
1948. Pp. 31. $4.00 to non-members.) 


A joint publication of the NRDGA and 
the Newspaper Advertising Executives As- 
sociation, the report contains 12 short ar- 
ticles by different authors on various aspects 
of advertising and sales promotion. Approxi- 
mately one-half of the articles are concerned 
with layout and production. The remainder 
consider more general aspects of the adver- 
tising and sales promotion job. 


1.15 How to Evaluate Display. (New York: 








Un 
tw 
qué 
bac 
pre 
ber 
tes 


of | 


she 
dis 
for 
gi\ 
ize 


I.] 


wt = es, 2 


PG) 





THE FOURNAL OF MARKETING 


93 





National Retail Dry Goods Associa- 
tion, 100 West 3Ist Street, 1947. Pp. 
24. $4.00 to non-members.) 


The study, conducted by the New York 
University School of Retailing, consists of 
two parts. The first gives the results of a 
questionnaire survey designed to obtain 
background information on display policies, 
preferences, and practices of NRDGA mem- 
bers. The second part consists of traffic count 
tests designed to measure the effectiveness 
of different display techniques. 

The report suggests that individual stores 
should conduct additional research regarding 
display problems and techniques. In an ef- 
fort to encourage such research, the report 
gives detailed instructions on how to organ- 
ize and carry out adisplay research program. 


1.16 National Association of Broadcasters. 
(1771 N. Street, N.W., Washington 6, 
ee <..) 


Preliminary tabulations have been re- 
leased showing the results of the second radio 
opinion survey made for NAB by the Na- 
tional Opinion Research Center of the Uni- 
versity of Chicago. Approximately 25 per 
cent of the respondents have a critical atti- 
tude toward radio. The higher the educa- 
tional and economic level the greater is the 
“criticism score.” In general, the results 
of the second survey are not greatly different 
from those obtained in the first survey in 
1945, except that a revised and improved 
statement of two questions used in the survey 
has resulted in some clarification of views. 

The second study, like the first, will be 
published in book form later in the year. 


1.17 Katz Surveys Non-Listening Causes. 
Broadcasting, January 12, 1948. 


To determine why Boston women do not 
listen to radios in the early morning 389 
respondents were questioned about their 
activities by quarter-hour periods between 
five and nine a.m. As might be expected, the 
major reason for not listening, when awake, 
was “‘too busy, work interferes with listen- 
ing.” Other reasons appear, however, and 
the Katz Agency, which commissioned the 


study, believes that more extensive and 
penetrating studies should be undertaken in 
order to make available essential facts to 
broadcasters and advertisers. 


1.18 An Audience Measurement of Spot 
Radio Commercials. (New York: 
Edward Petry & Company, Inc., 17 
East 42nd Street, n. d. Pp. 22.) 


This is the second study by Edward Petry 
& Company in its effort to develop research 
techniques that will measure the listening 
audience of spot radio commercials. The 
second study was made early in 1947 and, 
like the first, was conducted by Alfred Politz 
in the St. Louis area. 

Three separate surveys were included in 
the complete study. In each survey, a trans- 
cription of the commercial was played back 
to the respondent who was asked whether he 
had heard the commercial. The first series of 
interviews was conducted before the test 
commercials had been released over the air 
and was designed to provide the basis for 
excluding false claims. The second series 
was made after the commercials had been 
on the air for one month; the third series 
took place after two months of continuous 
broadcasting. Results are given without 
comment regarding total listening audience 
and the composition of the audience for 
eight commercials that provided the basis 
of the experiment. 

An interesting phase of the report is the 
discussion comparing the characteristics of 
the persons who were willing to be inter- 
viewed with those who refused to be inter- 
viewed. If refusals come largely from persons 
who are prejudiced against radio advertising 
and if acceptances come largely from those 
who are not, obviously it is possible to obtain 
a biased sample in a study of this type. 


1.19 Farm Survey Shows Listeners Rely On 
Radio. Broadcasting, February 9, 
1948. 


Station WCAU, Philadelphia, has com- 
pleted a two year continuing study of farm 
audiences conducted by questioning farmers 
at fairs and other rural events. In addition 
to discovering listening preferences, the sur- 
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vey shows that almost all farmers rely on 
regular farm radio broadcasts to give them 
farm information. The results obtained may 
have been influenced to some extent by the 
phrasing of questions and method of sam- 
pling respondents. Information on procedures 
used is outlined only in general terms. 


1.20 Coordinating the Measurements of 
Radio Listening. Hans Zeisel, fournal 
of the American Statistical Association, 
December, 1947. 


The controversy over different methods 
of measuring radio audiences has empha- 
sized the differences in these independent 
methods. Mr. Zeisel believes that it would 
be more fruitful to examine the relationships 
between the results of different measurement 
methods. On the basis of complete radio 
diaries of 1,000 families in Oklahoma City 
and Atlanta, Georgia, he has constructed a 
translation table showing the relationship 
between number of families that listen to a 
station at any time during a week (the BMB 
measurement) and the station’s share of total 
listening time during the week. For each 
city, the two measurements were plotted on 
scatter diagrams and curves fitted through 
computed middle values. It was found that 
the greater the percentage of families who 
listen to a station, the more time will each 
individual family spend on listening to that 
station. The BMB measurement is biased 
in favor of smaller stations, since it does not 
reflect the greater average time spent listen- 
ing to the larger stations. Although the 
translation table developed here may not be 
generally valid it was found to be almost 
identical in the two cities studied. 


1.21 Procedures for Determining FM Set 
Ownership by Communities. (Wash- 
ington 6, D. C.: National Association 
of Broadcasters, 1771 N Street, N.W., 
February, 1948. Pp. 7. Mimeo- 
graphed.) 


A method for determining FM set owner- 
ship in a community by radio stations should 
be inexpensive, yield results as quickly as 
possible and in the simplest form, and should 
not require technical competence beyond 


that normally possessed by the average staff 
of an operating station, so that the study can 
be carried out without outside assistance. 
The present study suggests a technique that 
meets these requirements. The technique 
employs a simplified method of selecting the 
sample and uses penny postals with attached 
reply cards for mailings. 


1.22 Pay-as-you-see Video System Wins 
Okay from Public. Advertising Age, 
January 12, 1948. 


A survey of 9,341 television set owners 
conducted in the New York, Philadelphia, 
and Chicago areas by LaSalle Extension 
University shows that almost two-thirds 
of set owners would be willing to pay for 
special showings of new movies. The plan of 
charging “‘admission” to television broad- 
casts by use of telephone facilities was sug- 
gested in 1947 by the Zenith Radio Corpora- 
tion. Willingness to pay for some programs 
(present type would be free) is probably 
closely related to the fact, also determined 
by the survey, that only 45 per cent of the 
respondents stated that they are satisfied 
with present programs. 


1.23 How Shall We Educate for Advertising? 
Richard D. Millican. (Eugene, Ore- 
gon: Alpha Delta Sigma, University 
of Oregon, 1947. Pp. 8. $.25.) 


Presents the results of an investigation of 
attitudes among practitioners and teachers 
regarding the requirements for advertising 
education. The study is based upon a 60 per 
cent response to approximately 600 question- 
naires mailed to a random sample of teachers 
and practitioners. 

Those surveyed expressed an overwhelm- 
ing preference for a four-year college educa- 
tion for prospective advertising practitioners. 
Opinion was about equally divided between 
the School of Business Administration and a 
separate Department of Advertising as the 
place to locate course offerings in advertis- 
ing. Liberal arts ranked third and journalism 
fourth. English composition, marketing, 
economics, psychology, and journalism were 
rated, in approximately the order named, 
as the most important prerequisite studies. 
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Aptitude testing for prospective majors in 
advertising was considered feasible by three- 
fourths of the respondents. Salesmanship 
and market research were rated as important 
corollary courses to be taken by the student. 
Actual selling experience was considered to 
be extremely valuable for the prospective 
advertising man. Differences of opinion be- 
tween practitioners and professors were 
quite marked in some instances, especially 
regarding teaching methods and the amount 
of practical experience that an advertising 
teacher should have. 

On the basis of the answers, a recommended 
advertising curriculum is given. Also recom- 
mended is a mutual public relations program 
between professors and practitioners to let 
each group know what the other is doing. 
(The reader may be interested in a marketing 
note on education for advertising to appear 
in the next issue of the JOURNAL.) 


2. SELLING—PERSONAL 


2.1 Pennsylvania State College (State Col- 
lege, Pennsylvania.) 


An Appraisal of the Current Use of Sales 
Aptitude Tests is a study by J. Robert Hil- 
gert, Associate Professor of Economics, 
which is to be completed this summer. It 
will be based on raail questionnaires and per- 
sonal interviews covering business firms in 
the United States and Canada and consult- 
ing organizations in this country. 


3. INDUSTRIAL MARKETING 


3-1 How Industrial Marketers Can Spot 
Undernourished Sales Areas. Arthur 
H. Dix, Printers’ Ink, March 26, 
1948. 

The general thesis of the author is that an 
industrial market potential can be accu- 
rately gauged by correct use of data on manu- 
facturing employment, by industries. Some 
of the difficulties of using these figures are 
pointed out, but in general he believes the 
method provides accurate quotas. He pre- 
sents a number of examples to clarify the 
procedure and to point out its usefulness. 


4. MARKETING FARM PRODUCTS 


4.1 University of Tennessee (Agricultural 
Experiment Station, Knoxville, Ten- 
nessee. ) 


The Department of Agricultural Eco- 
nomics of the Agricultural Experiment Sta- 
tion has published a series of seven mono- 
graphs (Nos. 220-225, 229) in its Rural 
Research Series on the marketing of eggs and 
poultry in the Knoxville trade area. The 
studies in total present a complete picture 
of the marketing structure, functions, agen- 
cies, practices, and channels of distribution 
for the two products. No attempt has been 
made to study statistically the subject of 
marketing costs, although suggestions are 
made for increasing the efficiency of market- 
ing. 

Also published recently is a study on the 
marketing of cottonseed in Tennessee (Mon- 
ograph No. 233). Included is a helpful bib- 
liography on the subject. 


4.2 United States Department of Agriculture 


4.2.1 Research on Oilseed Crops.—The fact 
that over-all production of oilseed crops has 
more than doubled in the past decade and 
that there has been a serious shortage of fats 
and oils during and since the war are im- 
portant reasons why the United States De- 
partment of Agriculture is proceeding to 
accelerate and begin some new lines of re- 
search on oilseed crops under the Research 
and Marketing Act. The study will be con- 
ducted by the Fats and Oils Branch of the 
Production and Marketing Administration 
and will be first concentrated in the cotton 
and peanut areas of the South. 


4.2.2 Marketing Colorado Boxed Peaches in 
the Twin Cities—1947.—First-hand studies 
of the marketing of Colorado peaches in the 
St. Paul and Minneapolis markets during 
the 1947 season covered problems ranging 
from type of fruit and package preferred to 
the effectiveness of the advertising campaign. 
Several agencies participated in the project 
and a report was prepared by the Coopera- 
tive Research and Service Division of the 
Farm Credit Administration. 
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4.3 University of Illinois (Urbana, Illinois.) 


The Department of Agricultural Eco- 
nomics has the following studies under way: 

Dairy Marketing: (a) Influence of low 
market milk prices on milk consumption. 
(b) Pricing intermarket shipments of milk. 
(c) Pricing milk in downstate Illinois mar- 
kets. (d) Reorganization of cooperative 
dairy associations in Illinois (R. W. Bart- 
lett). 

Livestock Marketing: (a) A study of Illinois 
frozen food locker plants—a part of the 
North Central States Regional Project on 
locker plants. (b) A study of small slaughter 
plants in Illinois—in connection with the 
locker plant study. (c) A study of purchasing 
of feeder cattle and feeder lambs in Illinois— 
part of the North Central Regional Project 
on marketing of feeder cattle and feeder 


lambs (R. C. Ashby). 


4.4 University of Chicago (Chicago 37, Illi- 
nois.) 


Studies recently completed: The Demand 
and Supply of Meat and Their Implications 
with Regard to Agricultural Policy, E. J. 
Working. An Investigation of the Average 
Prices of Meats, Z. G. Popp, published by the 
United States Bureau of Labor Statistics. 


8. PRODUCT ANALYSIS 


8.1 Three Steps in Product Testing by Mail. 
Alice B. Day, Printers’ Ink, January 
9, 1948. 


This brief but detailed case study de- 
scribes the use of a consumer panel for testing 
a new product (a denture adhesive) by mail. 
Of particular interest are the roundabout 
steps taken to overcome bias and to obtain 
the cooperation of respondents. 


9. CONSUMER STUDIES 


9-1 1947 Consumer Analysis of the Spokane 
Market. (Spokane, Washington: The 
Spokesman-Review and Spokane Daily 
Chronicle, n. d. Pp. 92.) 


The survey, utilizing personal interviews 
by R. L. Polk and Company, covers not only 
the immediate Spokane area but also a se- 


lected cross-section of communities within a 
radius of more than 100 miles from Spokane. 
Shopping habits and brand preferences are 
reported for a wide range of products: foods 
and beverages, soaps and cleaners, drugs and 
toiletries, homes and equipment, automo- 
biles, and miscellaneous products. A feature 
of the reports on the first three product cate- 
gories is the percentage of dealers handling 
each brand. Questions were also asked re- 
garding mail order buying, vacation plans, 
theatre attendance, and hobbies. 


g.2 Consumer Attitudes and Habits Re- 
garding Frozen Foods. E.. E. Garrison. 
(Knoxville, Tennessee: The Univer- 
sity of Tennessee Record, Extension 
Series, Vol. XXIV, No. 1, February, 
1948. Pp. 44.) 

Two studies on frozen foods, made in the 
Knoxville area by the Bureau of Research 
of the College of Business Administration, 
are reported here. 

The first study is concerned with the 
actual purchases of frozen foods by members 
of the Knoxville Continuous Consumer Re- 
search Panel during the year ending Septem- 
ber 30, 1947. The second study was designed 
to reveal consumer attitudes toward frozen 
foods. Personal interviews were conducted 
with known users of frozen foods in the 
upper and middle income classes. 


9.3 The Balance Sheet of Advertising. 
(Philadelphia: The Curtis Publishing 
Company, Independence Square, 
1947. Pp. 13.) 

An address by Donald M. Kerr before the 
Grocery Manufacturers of America on No- 
vember 12, 1947. Five thousand housewives 
were interviewed throughout the country to 
determine their brand preferences for 50 
groups of grocery products. The number of 
preferred brands mentioned by name ranged 
from 33 for baby food to 463 for canned peas. 
Preferences by brand names are not given, 
but some data are presented to show the 
high degree of preference for a few brands of 
products which have had consistent adver- 
tising support. 
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9-4 Motorists Talk. (New York: Hearst 
Advertising Service, 959 Eighth Ave- 
nue, n. d. Pp. 40.) 


During the summer of 1947, personal 
interviews were conducted with automobile 
owners in ten Hearst newspaper cities by 
Alfred Politz Research, Inc. Survey ques- 
tions included a wide variety of topics de- 
signed to obtain information regarding the 
buying motives of motorists. 

The published brochure does not report 
brand preferences for gasoline and oil but 
does present data indicating the extent of 
brand recognition and preference. Patronage 
buying motives are explored with respect 
to many accessory items as well as for gaso- 
line and oil. Brand preference data are re- 
ported for tires, antifreeze, and automobiles. 
Opinions of motorists are recorded regarding 
gasoline prices, experience with recapped 
tires, and other similar motoring problems. 


9.5 The Atlantic Monthly Subscriber Auto- 
motive Study, 1947-1948. (Boston: 
The Atlantic Monthly, 8 Arlington 
Street, n. d. Pp. 13. Mimeographed.) 


A mail questionnaire survey showing 
makes of cars owned and buying plans during 
the next twelve months. Approximately 35 
per cent of respondents expected to purchase 
a new car during the next year. The survey 
was made during the latter part of 1947. 


9.6 Leisure Time Activities of Collier’s Adult 
Readers. (New York 17: Crowell- 
Collier Publishing Company, 250 
Park Avenue, February, 1948. Pp. 
38.) 

Since leisure time activities provide a large 
market for many products, the present sur- 
vey of 1,072 men and 1,031 women readers of 
Collier’s (believed to be a fair cross-section of 
adult readers of this magazine in 3,000,000 
homes) will be welcomed by many marketing 
concerns. It covers 16 leisure time activities. 
For each there are data respecting the prod- 
ucts and/or brands used. Information on the 
composition of the sample and a copy of the 
questionnaire are included. 


9.7 The Typewriter Market. Pp. 12. Vaca- 


tion Travel. Pp. 16. Sports and Hob- 
bies. Pp. 16. (New York: The 
Crowell-Collier Publishing Company, 
250 Park Avenue, 1948.) 


All three surveys were made by mail ques- 
tionnaire to American Magazine subscribers 
at varying times during 1947. Question- 
naires returned in each case amounted to 
more than 70 per cent. 

The typewriter report shows ownership and 
buying plans by brands both at the reader’s 
home and at his place of business. The report 
on vacation travel gives actual travel and ex- 
penditures during 1947 and plans for 1948. 
Rail, bus, and airplane travel appear to be 
gaining somewhat at the expense of the auto- 
mobile. The report on sports and hobbies is 
confined to male readers. Preferences are 
classified by age groups, by size of city in 
which the participant lives, and by income 
groups. 


9.8 Seven Years with the Fawcett Beauty 
Reader Forum. (New York: Fawcett 
Publications, Inc., 67 West 44th 
Street, December, 1947. Pp. 55.) 


Summarizes trends as to usage, brand pref- 
erence, and place of purchase between 1941 
and 1947 for more than $0 different toilet 
preparations. Two trends are in evidence: 
(1) a decline in the use of certain types of 
preparations, and (2) a shift in patronage 
from variety stores to other retail institu- 
tions. 


9-9 McCall Corporation (230 Park Avenue, 
New York 17.) 

A new survey of the use of cosmetics and 
toiletries among Redbook readers and their 
buying habits with reference to these items 
will probably be completed by the time this 
issue of THE JOURNAL appears. 


9.10 Brands of Grocery Products. Pp. 37. 
Alcoholic Beverages. Pp. 14. Radios. 
Pp. 19. Household Equipment and 
Appliances. Pp. 19. Toiletries. Pp. 17. 
Drugs. Pp. 11. (New York: New 
York Herald Tribune, 1947. Mimeo- 
graphed.) 


These reports give the results of the fifth 
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edition of the Herald Tribune’s continuing 
home studies. Brand preferences, shopping 
habits, and other market data are presented 
for the product groups indicated by the titles. 
Some of the reports give comparison data 
from the earlier editions of the studies: 1938, 
1940, 1942, and 1944. The surveys are limited 
to Herald Tribune readers. 


9.11 Top of the Market to You, Sir. (New 
York: Harper’s Magazine, 49 East 
33rd Street, n. d. Pp. 17.) 


A survey of Harper’s Magazine readers 
conducted during 1947 by Fact Finders As- 
sociates. Readers are analyzed according to 
age, occupation, income, and value of homes 
owned. Data are given regarding recreational 
activities, travel preferences, and home- 
building plans. Ownership, buying inten- 
tions, and in some instances brand preferences 
are recorded for automobiles, radios, cam- 
eras, and a few other major appliances. 


g.12 The Major Appliance Market. (New 
York: Haire Publishing Company, 
1170 Broadway, n. d. Pp. 22.) 


During the latter part of 1947, House 
Furnishing Review conducted a_ survey 
among its retail subscribers to obtain their 
opinions regarding the market for household 
appliances and their merchandising plans for 
the future. The majority responding believed 
that greater selling effort would be necessary 
in the near future and that prices of appli- 
ances were too high. Most dealers expected to 
add more sales personnel. There was substan- 
tial criticism of manufacturers and their mer- 
chandising policies and practices. 


9.13 Where Mass Is Class. (Chicago: Mid- 
west Farm Paper Unit, Inc., 59 E. 
Madison Street, 1948. Pp. 32.) Meas- 
uring the World’s Biggest Farmer. 
(Des Moines, lowa: Wallaces’ Farmer 
and Iowa Homestead, n. d. Pp. 29.) 
The Census Bureau Counts Cows. 
(Racine, Wisconsin: Wisconsin Agri- 
culturist and Farmer, n. d. Pp. 21.) 


All three publications present the results 
of special tabulations of the Bureau of the 


Census. A sample of the subscribers of the 
various farm papers involved has_ been 
matched name by name with the 1945 Cen- 
sus of Agriculture schedules. The results are 
then used to compare the farm paper sub- 
scribers with the average farmer of the same 
area and of the nation. Characteristics for 
which comparisons are made include gross 
income per farm, value per farm of various 
crops harvested, value of land and buildings 
per farm, per cent of farms having various 
specified facilities, and similar items designed 
to show that the farm paper subscribers con- 
stitute a better-than-average market. 


9.14 Study Shows Each Social Class Has 
Distinctive Tastes. Advertising Age, 
March 22, 1948. 


A pilot study, conducted by Social Re- 
search, Inc., produces evidence to show that 
variations in preferences for such merchan- 
dise as rugs and drapes tend to follow social 
class distinctions. For example, upper income 
families prefer solid color drapes for living 
room windows, middle class homes generally 
have drapes with curtains, lower income buy- 
ers select curtains with intricate designs. It is 
claimed that less than ten per cent of the oc- 
cupants of any given social (income?) stra- 
tum will reflect tastes characteristic of a dif- 
ferent class. Hence, conclusions respecting 
variations in floor covering preferences, wall 
colors, and other home furnishings can be 
employed to forecast popularity of product 
designs. 


11. FOREIGN TRADE 


11.1 United States Department of Agricul- 
ture 


Cotton Situation in the Far East.—A study 
will be made of the possible outlets for 
United States cotton in China and Japan, 
and cotton production potentialities in India 
and Pakistan as they might affect foreign 
markets for United States cotton. The sur- 
vey will include a study of the effect the es- 
tablishment of the independent countries of 
India and Pakistan may have upon cotton 
production there. 
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12. COOPERATIVE MARKETING 


12.1 Farm Credit Administration 


Marketing Policies of the California Prune 
and Apricot Growers Association, by Harry C. 
Hensley, February, 1948.—A case study of a 
large-scale cooperative marketing association 
formed in 1917 which in many respects is rep- 
resentative of a score or more of horticul- 
tural cooperatives engaged in processing, 
packaging and merchandising agricultural 
products for their members in domestic and 
foreign markets. The report shows how the 
association functions as a dried fruit market- 
ing institution in an industry setting. It out- 
lines the legal, financial and other organiza- 
tional features in sufficient detail to give a 
clear picture of its structure and points out 
the major marketing policies which have 
guided its operations. 


14. RETAILING 


14.1 Retail Operating Ratios as Managerial 
Guides. N. H. Comish, Dun’s Review, 
January, 1948. 


The importance of using comparative ra- 
tios as guides to effective management often 
has been stressed. Large concerns are well 
aware of this need, but small retailers, as this 
study shows, often fail to avail themselves of 
such guides. The author presents an exten- 
sive table of ratios of this type which he 
obtained from small Oregon stores. He goes 
on to warn retailers that the decline in per- 
centage costs which took place during the 
war years will soon reverse itself, with serious 
repercussions on their businesses. 


14.2 Postwar Purchases of Fruits and 
Vegetables. M. P. Rasmussen and 
M. R. Godwin, Super Market Mer- 
chandising, January and February, 
1948. 

In conjunction with a study of prepack- 
aged fruits and vegetables in three Syracuse 
markets, the authors obtained sales data, in 
both dollar amount and physical volume, of 
46 kinds of vegetables and 27 varieties of 
fruits. Detailed breakdowns of both weight 


and dollar volume are presented, in total and 
by months. The pattern of seasonal fluctua- 
tion varies for different items, as does their 
relative importance measured by dollar or 
quantity sales. 


14.3 Tapping Sales-Potential of Cigarettes. 
Super Market Merchandising, March, 
1948. 

Although much of this article is concerned 
with telling market operators how to sell cig- 
arettes, the results of a number of surveys are 
summarized, including two studies under- 
taken by Super Market Merchandising spe- 
cifically for this report. Only super markets 
were investigated. Data are presented to 
show such relationships as the ratios of ciga- 
rette to total sales, carton to package ciga- 
rette sales, and counter to vending machine 
sales. 


17. WHOLESALING 


17.1 Chamber of Commerce of the United 
States (Washington 6, D. C.) 


The Domestic Distribution Department’s 
News Letter No. 8 gives the 7947 sales volume 
for 19 types of wholesalers, and percentage in- 
crease over 1946. Estimates of the number of 
establishments, average population per es- 
tablishment, and average annual sales per 
establishment for the 19 kinds of wholesalers 
for the year 1948 are also presented. In addi- 
tion, there are given 1948 estimates of the 
number of wholesale establishments by 
states, broken down by large wholesalers 
and all sizes of wholesalers, and also esti- 
mates of wholesale establishments by size as 
measured by number of employees. 


17.2 United States Department of Com- 
merce 


Simplified Accounting for Wholesale Gro- 
ceries—This booklet is designed to give 
wholesale grocers a simple system of account- 
ing, record keeping, and controls, and to es- 
tablish for the industry a system of uniform 
accounting which will make possible the com- 
parison of cost items and other factors 
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among the different firms operating in like 
categories. This study was sponsored by the 
National Wholesale Food Industry Advisory 
Committee, the National-American Whole- 
sale Grocers’ Association, and the United 
States Wholesale Grocers’ Association. The 
field work was done and the report was pre- 
pared by the Marketing Division, Office of 


Domestic Commerce. 


20. MARKETING THEORY 


20.1 Demand Theory Reconsidered. Oskar 
Morgenstern, The Quarterly Fournal 
of Economics, February, 1948. 


Marketing students who are attempting to 
bridge the gap between economic theory and 
marketing may be encouraged to see some 
economists advancing from the other side. 
Professor Morgenstern finds serious limita- 
tions in the customary economic concepts of 
demand and price, and argues for the con- 
struction of a more general theory better able 
to explain market strategy. Such a theory, he 
feels, must be based on concepts such as he 
and von Neumann developed in their impor- 
tant book The Theory of Games and Economic 
Behavior. His specific criticisms of orthodox 
demand analysis are that the time dimension 
is fuzzy and that the effects of changes in 
price are not properly considered. Most fun- 
damentally, his point is that the orthodox de- 
mand curve represents one transaction, and 
has nothing to say about how much the 
buyer would pay after he has concluded that 
transaction, or how soon. What is needed, he 
says, is examination of a reconstituted de- 
mand curve, which appears after an initial 
purchase, and reflects either new income 
payments or modification of expenditure 
plans. 


20.2 Absence of Elasticity of Demand to the 
Firm. Richard A. Lester, The South- 
ern Economic Journal, January, 1948. 


Professor Lester argues not only that 
many businessmen ignore the elasticity of 
demand for their products but that they are 
right in so doing. Price followers, he says, are 
concerned only with keeping their prices in 
line with the leaders, while the leaders them- 


selves establish prices on the basis of main- 
taining small firms in the industry, keeping 
the industry stable, and avoiding substitu- 
tion by rival commodities. In an oligopoly 
situation, he argues, competition is shifted 
from price to advertising, sales promotion, 
packaging, and the like. His analysis fails, 
however, to explain why prices do change. 


20.3 Fashion and Monopolistic Competition. 
Paul M. Gregory, The Fournal of 
Political Economy, February, 1948. 


Fashion is a form of product differentia- 
tion leading to a degree of monopoly and 
high prices. On this ground the author op- 
poses legislation against design piracy. He 
further criticizes fashion for confusing the 
consumer, reducing the range of choice, caus- 
ing high production costs through low vol- 
ume on each model, and creating waste 
through obsolescence. He notes that fashion 
is particularly useful to sellers in securing 
product differentiation in fields where brand 
names are not well established; even in those 
fields where there are a few strong brands, 
however, fashion may be important as a basis 
for competition that is more palatable to the 
sellers than price competition. 


20.4 Theory of the Inverse Carrying Charge 
in Futures Markets. Holbrook Work- 
ing, Yournal of Farm Economics, 
February, 1948. 

In marketing textbooks the discussion of 
hedging and futures markets leaves unan- 
swered a question which students frequently 
ask. That question concerns the relationship 
between spot and futures prices when futures 
are at a discount. It is usually explained that 
futures prices cannot exceed spot prices by 
more than the amount of carrying charges, 
but since no comparable limit is placed on 
the amount of discount it appears that 
spreads can vary widely and hedging might 
become hazardous. Dr. Working points out 
that there actually is a mechanism that tends 
to limit the amount of discount of futures 
compared with spot. That is the mechanism 
of hedging itself, which may be regarded as a 
form of arbitrage. If futures are at too great 
a discount, many traders will prefer not to 
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sell hedging futures, but will instead delay 
their spot purchases or may even buy futures 
rather than spot. 

Despite this, large discounts do frequently 
exist in the markets. Several explanations 
have been offered. Some say that the spot 
and futures markets are largely independent, 
because of uncertainty as to the quality that 
will be delivered on futures contracts, and 
the time of delivery. Dr. Working disposes of 
this by remarking that these factors merely 
help determine a normal spread between spot 
and futures and do not explain variations in 
spread. It is also sometimes said that futures 
should usually be at a discount because of the 
greater uncertainties. Statistical evidence 
shows, however, that the price of futures in- 
creases only slightly as the delivery month 
approaches. Another view is that the price 
for each delivery month is determined inde- 
pendently by the anticipated supply and de- 
mand for that month. Dr. Working points 
out, however, that expected futures supply 
and demand affects the prices for all months, 
including the present, so long as there is any 
storage. 

Dr. Working finds a little truth in all of 
these explanations, but believes the chief 
answer to discounts in futures prices is to be 
found in the cost of storage. Traders will 
carry stocks even though it involves loss, for 
they must have stocks to carry on their busi- 
ness. Were it not for this they might, when 
the temporal price structure is inverted, sell 
their stocks and buy futures, thus depressing 
spot and raising futures. Willingness to hold 
stocks at a cost, or loss, however, permits 
discounts of futures to continue, and the 
amount of the discount is governed by the 
degree of willingness of holders to retain or to 
reduce their stocks. 


21. PRICES AND PRICE POLICIES 


21.1 Establishment and Maintenance of 
Price Regulations—A Study in Ad- 
ministration of a Statute. Leanora 
Schwartz Gruber, University of Penn- 
syluania Law Review, March, 1948. 


This is a description of the successive 
standards applied by the Price Administrator 
in establishing maximum prices during the 


life of the Office of Price Administration. In a 
brief thirty pages the author summarizes the 
standards first used under the Emergency 
Price Control Act of 1942 and shows the 
changes made during the war, partly on the 
initiative of the Administrator himself but 
more commonly in response to amendments 
in the law made by Congress. For students 
who want a summary statement of the legal 
principles guiding this important war agency 
the author has done well a task that will save 
much labor for others. Her article also gives 
by indirection some understanding of the po- 
litical and economic pressures created by an 
effort to prevent through administrative con- 
trols some of the natural responses of the 
economy to powerful inflationary forces. 


21.2 University of Maryland (College Park, 
Maryland.) 


A study of sampling of retail prices, par- 
ticularly the applicability of certain formulae 
and procedures, is scheduled to be released 
this September. 


22. GENERAL MARKET STATISTICS 


22.1 First Quarter Dollar Volume Likely to 
Expand by 15-20%. Sales Manage- 
ment, January 1, 1948. 


With this article Sales Management is re- 
storing its prewar sales forecasting feature. 
The prospects for 97 industries are classified 
into five categories, Best Relative Outlook, 
Very Good, Good, Fair, Least Impressive. 
In this issue ratings are given for both the 
first quarter of 1948, and the entire year. The 
service will be repeated each quarter. 


22.2 Macfadden Publications, Inc. (205 East 
42nd Street, New York 17.) 


The Wage Earner Forum Report for 
March 9, 1948 showed that better than three 
out of five wage earners expected another 
round of wage increases, although only 37.5 
per cent of union members thought that the 
unions should demand increases at this time, 
while 38.4 per cent gave qualified answers. 
Almost 42 per cent of non-union wage earn- 
ers were opposed to such action. Four out of 
five workers thought that if wage increases 
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were granted prices would increase further, 
even though, according to 54.3 per cent of 
such workers, their companies could grant 
the increases without raising the prices of 
their products. 

The Forum Report for March 29, 1948 in- 
dicates that 40 per cent of the wage earners 
do not believe in anti-discrimination in jobs. 
While four out of five in the North believe 
in such rights, fewer than one in three in the 
South do so. In the Report for April 21, 1948, 
53 per cent of the wage earners indicate their 
belief that it would be hard to get a new job; 
26.4 per cent say it would be easy; and 20 per 
cent are uncertain. 

Marketing Memos, No. 48-3, April 12, 
1948, presents the annual Macfadden esti- 
mate of family distribution by income groups 
for all families and for urban families as of 
January 1, 1948. The most marked changes 
are in the highest and the lowest income 
group. 


22.3 New England’s Economic Prospects- 
Charles D. Hyson and Alfred C. Neal, 
Harvard Business Review, March, 
1948. 

The general pattern of research on the pros- 
pects of a region is well exemplified in this 
article. The authors argue that the decline in 
New England’s share of the national income 
does not mean an absolute reduction in op- 
portunities in New England. On the con- 
trary, they point out that the population in 
New England is at present growing faster 
than the national average. Between 1940 and 
1947 the population of New England in- 
creased 10.5 per cent, while the national in- 
crease was 8.9 per cent. Per capita income in 
New England is still 10 per cent above the 
national average, although it has not in- 
creased at the same rate as the rest of the 
country. New England’s labor force is re- 
garded as its chief asset, and the record of 
harmonious: labor relations is believed to 
augur well for the industrial future of the re- 
gion. 


22.4 New England Market: Market Data. 
(Boston: New England Newspapers 
Advertising Bureau, 516 Statler 
Building, 1948. Pp, 106.) 


A compilation of market information for 
42 New England cities. The report covers 
four major topics: population, housing, man- 
ufacturing, and trade. Most of the data are 
taken from the 1940 Census, but some items 
are included from the 1947 Sales Manage- 
ment “‘Survey of Buying Power.” 


22.5 New England Market: Beer and Ale 
Newspaper Advertising Linage. (Bos- 
ton 16: New England Newspapers 
Advertising Bureau, 516 Statler 
Building, March, 1948. Pp. 44.) 


A compilation of advertising linage of beer 
and ale in 41 individual New England news- 
papers for the 12 months of 1947. Since the 
combined circulation of the 41 newspapers 
covers over 75 per cent of the New England 
Regional Market, the tabulation should be 
helpful to brewers and their advertising agen- 
cies in planning sales and advertising cam- 
paigns for this market. 


22.6 State College of Washington (Pullman, 
Washington.) 


The Bureau of Economic and Business Re- 
search has published three studies. Manufac- 
turing Trends in the Inland Empire by Mar- 
garet L. Schleef (Bulletin No. 4, Economic 
and Business Studies, December, 1947, pp. 
g1). The Lakes of the Northeastern Inland 
Empire, by Alfred W. Booth (Bulletin No. 5, 
Recreational Resource Studies, April, 1948, 
pp. 30). Tourist Expenditures: State of Wash- 
ington, 1947, A Pilot Study by Donald 
Greenaway and Maurice W. Lee (Bulletin 
No. 6, Recreational Resource Studies, April, 
1948, pp. 28). 


22.7 The Negro Market Today. (New York: 
Associated Publishers, Inc., 562 Fifth 
Avenue, n. d. Pp. 35.) 


Presents pertinent data regarding both the 
size and quality of the Negro market. Gives 
population figures by cities, income data, 
home and business ownership statistics, lit- 
eracy rates, and trade-union membership fig- 
ures. Emphasizes that two strong factors in 
Negro buying are race consciousness and 
brand consciousness, 
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22.8 Food Consumption, Expenditures, and 
Prices. Morris Cohen, Survey of Cur- 
rent Business, January, 1948. 


A significant shift in consumption patterns 
during the war and continuing in the post- 
war period has raised the per capita con- 
sumption of food and increased the propor- 
tion of consumer income spent on food. In 
1947 the per capita consumption of food in 
this country was 17 per cent above the 1935- 
"39 average, and was only slightly below the 
peak year of 1946. Consumers were devoting 
29 per cent of their disposable incomes to 
food in 1947, compared with the prewar aver- 
age of 23 to 24 per cent. High current prices 
of food are the result of this increased de- 
mand; food supplies cannot be held responsi- 
ble since they are well above prewar averages. 
It seems likely that the increased demand for 
food was caused by high incomes and price 
control during the war, the continuing effect 
of rent control, the limitation on supplies of 
durable goods, and the wartime accumula- 
tion of liquid assets. Since these factors are 
all temporary, it remains to be seen whether 
a change in consumer preferences has oc- 
curred which would result in continuing 
higher proportions of income spent on food. 


22.9 United States Department of Com- 
merce 


22.9.1 Business Establishments, Employ- 
ment and Taxable Payrolls Under Old Age and 
Survivors Insurance Program, First Quarter 
1946.—A series of State reports, together 
with a United States summary were prepared 
to meet the needs of market analysts, trade 
associations and others interested in rela- 
tionships between geographical areas. Gen- 
erally the comparable and uniform data are 
provided for approximately 2,800 counties or 
county groups covering the Continental 
United States, Alaska, and Hawaii. Data 
were compiled by the Bureau of Old Age and 
Survivors Insurance of the Social Security 
Administration and prepared for publication 
in the Industry Division and the Marketing 
Division of the Office of Domestic Com- 
merce. 


22.9.2 Guide to Marketing Data Available for 


All Counties in the United States —Men- 
tioned in this list are references to all statis- 
tics including published and unpublished ma- 
terial available to the public on a county ba- 
sis. The price of each reference is cited when- 
ever possible. The report was prepared by the 
Marketing Division, Office of Domestic Com- 
merce. 


22.9.3 State and Regional Market Indicators 
1939-1946.—This publication is a revision of 
an earlier bulletin published for the period 
1939-1945. It represents a further attempt to 
furnish marketing men with useful market- 
measurement indicators to provide interim 
data to fill the gaps between the publication 
of more detailed periodic census figures and 
market data handbooks. The study was made 
by the Marketing Division, Office of Domes- 
tic Commerce. 


23. MARKET AREA STUDIES 


23.1 Population Characteristics of Metro- 
politan Chicago, 1947. (Chicago: The 
Chicago Tribune, 1947. Pp. 62.) 


In order to establish more current and ac- 
curate guides for market research purposes, 
the Tribune undertook during the early part 
of 1947 a sample census of Chicago’s “retail 
trading area.” As defined here, this area cov- 
ered the city of Chicago and 225 suburban 
communities within a radius of 40 miles, an 
area somewhat larger than that designated 
by the Bureau of the Census as the Chicago 
Metropolitan District. 

An area sampling technique was employed. 
Residential blocks were numbered and desig- 
nated as sampling areas. By a system of ran- 
dom numbers, 1,500 sampling areas were 
chosen for the study. Within each sampling 
area, households were selected for interview 
also by the use of random numbers. Inter- 
views were completed with a total of 5,413 
households. Professor George H. Brown of 
the University of Chicago acted as consult- 
ant during the course of the entire study. 

The results, presented in a series of tables, 
give detailed data regarding the composition 
and characteristics of the total population, of 
households, of families, and of “domestic ta- 
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ble units.”” The sample census is a valuable 
contribution which might have been even 
more valuable if comparability with the 1940 
U. S. Census had been attempted. 


23.2 Third Quinquennial Detroit News Sur- 
vey of the Detroit Market. (Detroit: 
The Detroit News, 1947. Pp. 48.) 


A survey of the greater Detroit area made 
in 1946 by personal interview. The first part 
is concerned with the population and its 
characteristics, including age, race, home 
ownership, employment, and income. Other 
parts are devoted to shopping habits, such as 
patronage of downtown stores vs. neighbor- 
hood stores, and to ownership of and buying 
plans for automobiles and major household 
appliances. The final part analyzes newspa- 
per coverage. Several sets of data are pre- 
sented according to census tract groupings. 


23.3 The First Full Scale Consumer Panel 
Study of the New York Market. (New 
York: The New York Sun, 280 
Broadway, 1948. Pp. 34.) 


The first report from the Sun’s consumer 
panel—which apparently was established 
sometime in 1946 after pilot studies were 
made during the latter part of 1945. The sam- 
ple design was developed by Raymond Fran- 
zen. The panel study is confined to the 
purchases of apparel and home furnishings. 

This report covers the months of March 
and April in 1947 and is concerned principally 
with the proportion of total retail store vol- 
ume obtained by department stores. Data 
are given for 11 major classifications of mer- 
chandise and for numerous subsclassifica- 
tions. Comparisons are made between sales 
volume and advertising expenditures. 


23.4 University of Washington (Seattle 5, 
Washington.) 


The Bureau of Business Research has un- 
der way The Greater Seattle Housing Market 
Survey. Its primary propose is to find out 
what the families in this area need and want 
in housing. Number of families planning to 
buy or rent houses; type, location and char- 
acteristics of the houses wanted; amount of 
down payment; anticipated monthly rentals; 


characteristics of the homes now occupied; 
and data on family characteristics will be 
covered. About $20,000 has been subscribed 
by the University, the City of Seattle, and 
business groups. Dr. Nathaniel H. Engle has 
general supervision of the study, while Dr. 
Bayard O. Wheeler is acting as Survey Direc- 
tor, and Edith D. Rainboth, as Associate Di- 
rector. 


23.5 Consumer Buying Habits in Selected 
South Central Illinois Communities. 
P. D. Converse. (Urbana, Illinois: 
Bureau of Economic and Business 
Research, University of Illinois, Busi- 
ness Studies No. 6, 1948, Pp. 42.) 


Professor Converse’s fourth study of retail 
trade movement and consumer buying habits 
in Illinois covers two south-central county 
seats, Taylorville, Christian County, and 
Shelbyville, Shelby County. The scope and 
treatment is similar to that employed in prior 
studies. 


23.6 University of Colorado (Boulder, Colo- 
rado.) 


Canon City Business Survey, by L. J. 
Crampton, 1947, presents trends in retail 
sales, buying income, and breakdown of con- 
sumer market by population characteristics 
and employment, traffic patterns, transpor- 
tation facilities, geography, and climatic con- 
ditions. Sterling Wholesale Trade Area is a 
study of patterns in buying habits, income, 
employment, population, industrial growth, 
with sections on climate, transportation facil- 
ities, and suggested expansion, done for 
Sterling, Colorado, Chamber of Commerce, 
Industrial Development Research Board, by 
H. Brace Price (1948). 

In addition, the Bureau of Business Re- 
search has completed studies on The possi- 
bilities of establishing wool-scouring, hand- 
made glass tableware, and tanning industries 
in Colorado. It also has in progress a La Funta 
Business Survey and an Inventory of Colorado 
Industry. 


23.7 University of Wisconsin (Madison 6, 
Wisconsin.) 


Among the projects under way at the Bu- 
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reau of Business Research and Service are: I. 
A comparative analysis of the Milwaukee 
Fournal, The Chicago Times and the St. Louis 
Globe Democrat continuous preference studies, 
based respectively on annual questionnaires 
pantry count and store inventory audit. 2. 47 
study of the selection, training and supervision 
of field investigators. 3. A survey of trade area 
studies, more particularly with respect to 
their purpose, sources of information, meth- 
ods and application of results. 


24. RESEARCH TECHNIQUE 


24.1 The Problem of Bias in Opinion Re- 
search. Arthur Kornhauser, Jn/er- 
national ‘fournal of Opinion and Atti- 
tude Research, December, 1947. 


Bias of the survey planner himself, rather 
than the more familiar problems of question 
and interviewer bias, is the subject of this 
article. The author notes that most surveys 
come out with results favorable to their spon- 
sors. He suggests that this may bring dis- 
credit upon the survey business, and urges 
closer examination of top-level biases. These 
are of three chief kinds: personal biases de- 
termined by relationship to the client, and 
ranging from direct inclination to prove the 
client’s case to more subtle influences on the 
selection of topics, methods, and interpreta- 
tion; other personal biases, such as those that 
make some researchers consistently conser- 
vative and others consistently radical in their 
findings; finally, group biases which affect 
the issues surveyed, the evidence that is con- 
sidered important, and the frame of reference 
of the questions and interpretations. The 
remedies for such biases are self-scrutiny, 
cross-checks by others, full publication of 
methods and results, and improvement in re- 
search techniques. 


24.2 Controlling Bias in Mail Question- 
naires. John A. Clausen and Robert 
N. Ford, Fournal of the American Sta- 
tistical Association, December, 1947. 


Bias in mail questionnaires resulting from 
non-response can be minimized by (1) secur- 
ing as large a response as possible, and (2) 
making corrections for any bias that may ex- 


ist in the incomplete returns. In tests run by 
the Veterans’ Administration it has been 
found that returns can be maximized by (1) 
covering letters containing a full explanation 
of the survey, (2) air mail-special delivery 
letters, (3) several follow-up letters, and (4) 
maximizing interest by covering several dif- 
ferent subjects in the survey. Personalized 
salutations and real signatures did not ma- 
terially increase the rate of response. 

The Veterans’ Administration has found, 
as have other researchers, that a higher pro- 
portion of responses come from more highly 
educated people and from those interested in 
the subject. Even among groups that were 
homogeneous in respect to general character- 
istics, bias resulting from differences of inter- 
est in particular topics has been found. 
Weighting responses by groups cannot cor- 
rect this bias if there are interest differentials 
within the groups. Comparison of returns 
from successive mailings will indicate the 
presence of such biases and suggest the type 
of weighting required. 


24.3 Interviewing Problems in Financial 
Surveys. Eleanor E. Maccoby, Jnter- 
national ‘fournal of Opinion and Atti- 
tude Research, December, 1947. 


In conducting financial surveys for the 
Federal Reserve Board, the Survey Research 
Center of the University of Michigan has 
found that people will not discuss their fi- 
nances as readily as they will give opinions 
on social and political questions. Good results 
have, however, been obtained by special pro- 
cedures, which include full identification of 
the interviewer through credentials and reg- 
istration with local authorities, a full expla- 
nation of the purposes and importance of the 
survey, display of newspaper clippings on 
previous surveys, and an explanation of how 
the sample was selected. The introduction 
also includes reference to economic matters, 
to prepare the respondent, but it has been 
found harmful to make specific statements 
about the questions that will be asked. Where 
some questions meet with refusals, success 
has been experienced in securing answers to 
these questions later by mail. 
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24.4 A Study of Interviewer Competence. 
Lester Guest, [ternational Fournal of 
Opinion and Attitude Research, De- 
cember, 1947. 


The procedure used in this survey was to 
have 18 different interviewers interview the 
same respondent, who had been coached in 
the answers he was to give. A General Elec- 
tric wire recorder was concealed in the re- 
spondent’s home and a complete record of 
each interview was obtained. The interview- 
ers did not know that an experiment involv- 
ing them as subjects was being made. Study 
of the results showed that the interviewers 
made about 18 errors per interview. The 
most frequent of these were recording an- 
swers the respondent had not made, failure to 
record significant “‘side comments,” failure to 
differentiate probed from unprobed answers, 
not forcing the respondent to give a specific 
answer, failure to press for more than one 
answer, incorrect reading of the questions, 
and the introduction of clearly biasing com- 
ment. Most of the errors were serious in na- 
ture, and could not be detected from the 
returned interview schedules alone. The re- 
spondent’s ratings of the interviewers were 
found to be useless, as were similar ratings 
made by other students after listening to the 
wire recordings. There was, likewise, little 
correlation between the interviewer’s excel- 
lence as measured by the number of his errors 
and his ratings on the Bernreuter Personality 
Inventory, the Moore-Nell College Entrance 
Examination and the Strong Interest Blank. 


24.5 Report on Researching Researchers. 
Archibald S. Bennett. (New York 16: 
A. S. Bennett Associates, 93 Park 
Avenue, 1948. Pp. 60. Single copy free 
to those administering field research 
operations or teaching marketing; 
additional copies $2.00.) 


Combines the findings of the three pioneer- 
ing studies of field interviewers made by this 
organization in 1944, 1946 and 1947. The 
first sets forth the part-time field interview- 
ers’ opinions of the work they do. The second 
presents an inventory of their background 
and qualifications for this sort of work. The 
last study summarizes the opinions of actual 


field workers respecting methods and proce- 
dure. All three studies are well known to 
marketing research men and are now made 
available in one handy volume. 


24.6 Good News—and Bad—About Sales: 
How Panel Studies Reveal It. Vergil 
D. Reed, Sales Management, March 
15, 1948. 

Perhaps the greatest advantage of the 
panel technique—its ability to picture the 
individual buyer’s changing purchasing pat- 
tern—is well demonstrated in the examples 
given here. The author briefly describes how 
panels operate and then gives case histories 
showing their use in such problems as meas- 
uring brand loyalty and customer turnover, 
determining reasons for shifts in consumer 
preferences, and evaluating the impact of 
consumer deals. 


24.7 University of Chicago (Chicago 37, 
Illinois.) 


Some Applications of Psychological Meas- 
urement of Preferences and Altitudes to Mar- 
ket Research. (Ph.D. Thesis in progress.) Sey- 
mour Banks. 


24.8 Dun and Bradstreet, Inc. (290 Broad- 
way, New York 8.) 


Much attention has been paid to consumer 
sampling in recent years, but the problems of 
sampling businesses or business establishments 
have received relatively little attention, de- 
spite the importance of such samples in many 
types of market research. 

The special methods of sampling in estab- 
lishment surveys have been analyzed in a 
study prepared by Lester R. Frankel, Statis- 
tician of the Marketing and Research Divi- 
sion. This is a version of the paper Mr. Fran- 
kel gave at the 1947 meetings of the Ameri- 
can Statistical Association. 


24.9 How to Save Time and Money on the 
Tabulation of Surveys. Dr. Paul L. 
Erdos, Printers’ Ink, February 13, 
1948. 

Advice on the proper planning of question- 
naires in order to make tabulation as efficient 
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as possible is contained in this brief article 
based on the author’s extensive experience 
with tabulation. This information should be 
of particular value to market researchers who 
make extensive use of machine tabulation. 


24.10 Some of the Difficulties Involved in 
Research Surveys Abroad. Lee Han- 
del, Printers’ Ink, February 13, 1948. 


Another brief, interesting article offering 
advice on special research problems. Based 
upon the author’s experience in conducting 
market studies for Metro-Goldwyn-Mayer, 
it emphasizes general precautions and indi- 
cates specific difficulties likely to be encoun- 
tered in certain areas abroad. 


24.11 University of Maryland. 
See item No. 21.2 


24.12 University of Wisconsin 
See item No. 23.7 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Shoe Production and Consumption 
Trends. (New York 17: Boot and 
Shoe Recorder, 100 East 42nd Street, 
December 15, 1947. Pp. 22. Reprint.) 


A concise review of shoe production, con- 
sumption and prices in 1947, with some ob- 
servations respecting the problems and pos- 
sibilities for 1948. The general tenor of the 
report is well reflected in the following ex- 
cerpt: 

“Tt is true that business has been relatively 
good, that volume has been achieved and the 
over-all results of producers and distributors 
may be fairly favorable. However, these ac- 
complishments are not so much attributable 
to the shoe industry as to the general eco- 
nomic situation. The proper test for the in- 
dustry should measure accomplishments and 
results against potentialities, and in that vi- 
tal respect, the industry has fallen short. 

“Statistically the facts are that consump- 
tion has not kept pace with population, that 
per capita demand has lagged, that shoes 
made no greater claim upon the national in- 
come than in prewar years. The statistical 
consequences are less important than the 


dominating causes to be found in the con- 
sumer psychology of shoes.” 


25.2 Farm Credit Administration. 


25.2.1 Wholesale Buyers’ Attitudes Toward 
Citrus Juices. By Harry C. Hensley and 
Anne L. Gessner, April, 1948.—The second 
of three reports which analyze the replies re- 
ceived from chain-store and _ wholesale- 
grocer buyers of canned citrus juices for the 
1946- ‘47 season. It summarizes the replies to 
questions which deal with (1)the factors of 
quality looked for in buying citrus juices; 
(2) proportions of citrus juices purchased in 
1946-47 packed under buyers’ labels and 
packers’ labels; (3) juice purchasing meth- 
ods; (4) preference for United States Depart- 
ment of Agriculture continuous inspection 
and (5) movement of can sizes. This is a pre- 
liminary report of a phase of a study made 
under the Research and Marketing Act of 
1946 on “Merchandising Products Processed 
by Horticultural Cooperatives,” and covers 
only five of the questions submitted in a mail 
questionnaire. 


25.2.2 Buyers’ Suggestions for Expanding 
Markets and Improving Distribution of Citrus 
Fuices. By Harry C. Hensley and Anne L. 
Gessner, January, 1948.—The report sum- 
marizes suggestions made by wholesale dis- 
tributors for expanding markets and improv- 
ing the distribution of citrus juices in the 
United States. It is based on responses from 
2,139 establishments reporting purchases 
during the 1946- 47 season of 27,571 865 
cases of citrus juices, a sample representing 
approximately 50 per cent of the total pack. 
This is a preliminary report of a study made 
under the Research and Marketing Act of 
1946, and covers only two of the questions 
submitted in a mail questionnaire. 


25.3 Venetian Blinds. (Philadelphia 5: Cur- 
tis Publishing Company, Independ- 
ence Square, January, 1948. Pp. 12.) 


A sample of 412 readers of the Ladies’ 
Home Fournal were queried on their use of 
venetian blinds, rooms in which they were 
used, their plans to buy them and from 
whom they expect to purchase them. 
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26. MISCELLANEOUS 


26.1 An Index to Operating and Financial 
Ratios. Robert L. Tebeau (Master’s 
Thesis, New York University, Gradu- 
ate School of Business Administra- 
tion, Washington Square, New York 
City, 1947. Pp. ix, 128.) 


Cost-of-doing-business studies have been 
made by many different organizations and 
agencies. Financial and operating ratios have 
been compiled for a large number of trades 
and lines of business. Yet it is difficult to 
know where to look for material of this na- 
ture for a given line of business. 

This study attempts to provide a quick 
and easy answer to the question, what ratios, 
if any, have been compiled for a given line of 
business, for what years, and by whom? 

Indexed in this volume are goo-odd sur- 
veys compiled by 72 organizations (universi- 
ties, trade associations, government agencies, 
and others). Several hundred lines of business 
are covered. The period surveyed runs from 
the Twenties through 1945. 

The study is divided into three sections: 
1) an alphabetical index of lines of business, 
showing for each line whether ratio material 
has been compiled and, if so, for what years, 
by whom, what general type of ratio (bal- 
ance sheet, operating, financial) is available, 
and a reference number to the publication 
containing the ratios; 2) a bibliographical 
listing of the publications indexed, keyed to 
the alphabetical index; 3) a directory of all 
listed compiling agencies, showing addresses. 


26.2 International Directory of Opinion and 
Attitude Research. Laszlo Radvanyi, 
Editor. 


Contains information concerning more 
than 400 scientists and researchers in the 
field of public opinion and attitudes, and the 
related fields of intergroup relations, morale, 
mass Communications, consumer preferences, 
industrial relations, etc. Information on 
fields of interest and research, major surveys 
directed, research in other sciences, research 
publications and problems considered by 
each specialist as still unsettled, is given in 
addition to the usual biographical data. 


The editor is a member of the faculty of 
the National University of Mexico, and the 
Directory, which was completed this past 
March, may be obtained by writing him at 
Donato Guerra 1, Desp. 207, Mexico, D. F., 
Mexico. Price, $6.00, paper edition, $7.00, 
cloth edition. 


26.3 Importance of Distribution to Produc- 
ers. A. Edwin Fein, Modern Manage- 
ment. (The Society for the Advance- 
ment of Management, 80 William 
Street, New York 7.) Reprint. 


The article reproduces Mr. Fein’s speech 
before the Society on December 3, 1947, in 
which he stresses the necessity for more ef- 
fective integration of production and distri- 
bution functions. He states that the founda- 
tion of coordination and understanding be- 
tween production and distribution should be 
based on (1) a fuller realization of the con- 
tributions which scientific methods of pro- 
duction have made to the methods employed 
in distribution; (2) a clearer understanding 
by both production and distribution men of 
basic economic changes and their effects on 
production and distribution, and (3) more 
knowledge on the part of the production di- 
vision of how their methods have been ap- 
plied in distribution. After examining basic 
economic changes, he goes on to argue for a 
Marketing Committee as a means of resolv- 
ing the common interests of production and 
distribution executives. 


26.4 The Marketing Audit and the Ad Budg- 
et. Wroe Alderson, Industrial Mar- 
keting, December, 1947. 


A very broad analysis of the marketing 
program of an advertiser is suggested by this 
brief outline. The author views the market- 
ing audit in two phases: the first is a ““Trans- 
action Flow Analysis,” a detailed study of 
the concern’s own sales records; the second 
involves the projection or comparison of this 
information against the concern’s market op- 
portunities (determined by market and trend 
analysis, forecasts, etc.), market efforts (in 
the form of advertising, selling, and routine 
promotional efforts), and organization (par- 
ticularly company policies and structure). 
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The result is a thorough study of marketing 
conditions, costs, policies, and potentials, a 
guide to long-range management action. 


26.5 The Plastics Industry: What It Buys 
and How to Sell It. (New York: Moa- 
ern Plastics, 122 East 42nd Street, 
1947. Pp. 38.) 

Shows the growth of the plastics industry 
and the division of production by product 
groups. Capital equipment and supplies pur- 
chased by the various types of manufactur- 
ers are listed item by item. Plant locations 
are shown on a map. An analysis is presented 
of the various magazines serving the indus- 
try. 


26.6 1948 Expansion Plans of Independent 
Tire Dealers. (Washington 4, D. C.: 
National Association of Independent 
Tire Dealers, 631 Pennsylvania Ave- 
nue, N.W., April, 1948, Pp. 34.) 

Questionnaire returns from 500 members 
of the Association show that 43.8 per cent of 
the tire-dealer members, 39.7 per cent of the 
service-station members and $4 per cent of 
the automobile-dealer members plan new 
physical improvements in 1948. Most popu- 
lar improvement was the remodeling of front 
and inside of plant, followed by additions to 
the existing building. Detailed breakdowns 
of the various findings are given in the study. 


26.7 University of California (Berkeley 4, 
California.) 

The Economics of the Pacific Coast Fruit 

and Vegetable Canning Industry. James A. 

Crutchfield, Jr. (Completion, late in 1948.) 


26.8 Modern Management Practices and 
Problems. General Management Se- 
ries No. 139. (New York: American 
Management Association, 330 West 
42nd Street, 1947. Pp. 48. $1.00.) 


Seven papers are presented analyzing cur- 
rent policies and problems in the various 
fields of management. The papers are writ- 
ten by the retiring vice-presidents of the 
American Management Association. Of in- 
terest to marketing men are two items: 


“New Aspects of Distribution” by A. A. 
Stambaugh and “Package Development and 
Merchandising” by E. A. Throckmorton. 
Mr. Stambaugh’s paper is concerned 
mainly with distribution costs, the trend 
toward direct distribution, and the tendency 
for businessmen to reduce or eliminate price 
competition. Mr. Throckmorton’s short pa- 
per discusses principally the marketing econ- 
omies to be obtained from proper packaging. 


26.9 Dun & Bradstreet, Inc. (290 Broadway, 
New York 8.) 


Acting for the Committee on the Under- 
graduate Teaching of Economics and the 
Training of Economists of The American 
Economic Association, the Marketing and 
Research Division sought the opinions of 
472 executives concerning the value of under- 
graduate courses in Economics and Business 
as preparation for business careers. The re- 
turns indicated that a typical business execu- 
tive of a large company believes that the 
junior he hires should have spent about 40 
per cent of his college time on Economics and 
Business courses, devoting about equal time 
to each. The same typical executive, if he 
went to college himself (and 84 per cent of 
the survey respondents did), took two one- 
semester courses in Economics and one in 
Business. 

The questionnaire asked for executives’ 
recommended selections between pairs of 
eight specific Economics courses with eight 
comparable Business courses. In the paired 
comparisons, the highest ranking Economics 
course was Money and Banking, selected by 
81 per cent over Bank Organization and Ad- 
ministration. A total of 54 per cent of the 
executive respondents selected Public Fi- 
nance and Taxation over Insurance. The 
leading Business course was Accounting, pre- 
ferred by four out of five over Statistics. In- 
dustrial Management and Corporation Fi- 

nance were each preferred by 74 per cent 
over Government and Business, and Busi- 
ness Cycles, respectively. It is surprising that 
the Marketing course is not mentioned as one 
of the leading business courses. It may be 
that it was not among the 8 pairings. 

The survey brought forth an unusually 
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large amount of supplementary comment, 
which covered the entire range from those 
who felt that emphasis should be entirely on 
practical courses to those who felt that a gen- 
eral broad education should be the goal of the 
undergraduate student, with specialization 
reserved for the graduate level. The extent of 
the latter opinion is reflected in the fact that 
13 per cent of the executives believed that 
less than one-fifth of the undergraduate stu- 
dents’ time should be spent in Economics 
and Business courses. 

Available without charge from the Mar- 
keting and Research Division. The supply, 
however, is limited. 


26.10 Don’t Let Them Fall For It! Everett R. 
Smith. (New York 17: Macfadden 
Publications, Inc., 205 East 42nd 
Street, 1948. Pp. 16.) 


The burden of the message in this booklet, 


which is based on Wage Earner Forum re- 
ports and thousands of personal visits of 
Everett R. Smith, is that workers are not 
kept properly informed about business by 
management and as a result misunderstand- 
ing, suspicion and antagonism takes root 
among them, making them susceptible to the 
lures of unsound ideologies. 

What the workers want from their compa- 
nies are basically these 6 things: “(1) Fair 
pay and a chance to earn it. (2) Self-respect 
—the opportunity to feel that the worker is 
really a part of the company and not just a 
cog in the machine. (3) Security in the job, 
and reasonable welfare plans. (4) Opportu- 
nity for advancement. (5) Fair play— 
elimination of favoritism—straightforward 
dealing between management and workers, 
with prompt and definite response to com- 
plaints. (6) That management should be ca- 
pable and efficient in its operations.” 
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Business Cycies AND Forecastinoc, by 
Elmer Clark Bratt. (New York: Richard 
D. Irwin, Inc., 1948. Pp. §85. $5.00.) 


This closely-written book attempts to ana- 
lyze and describe the forces which produce 
recurrent periods of prosperity and depres- 
sion. The author first presents a general state- 
ment of the forces responsible for the busi- 
ness cycle, which he divides into those origi- 
nating within the cycle itself and those which 
arise from outside. He then analyzes the lead- 
ing efforts to isolate and classify the specific 
causal factors of cyclical fluctuations, in the 
light of our most recent knowledge, much of 
which have developed from the depression of 
1929-39. He takes up the history of past 
business cycles, and the theories developed 
to explain them, which is followed by a de- 
scription of the data available for studying 
current changes. 


After analysis, the next step is to project 
the cyclical movement into the future, with 
the hope that future forecasting may be more 
effective than past efforts. Finally, he takes 
up the proposals which have been made for 
reducing the violence of cyclical swings and 
stabilizing business conditions. The separa- 
tion of the seasonal swings from those prop- 
erly called cyclical, and from the long-term 
movements (which he divides into secular 
trends and secondary trends) are given at- 
tention, in an effort to isolate the separate 
elements which together produce the recur- 
ring ups-and-downs of business. 

The author submits in the last chapter a 
tentative program for stabilizing economic 
change, after calling attention to elements of 
instability which exist particularly in the 
field of durable goods production. According 
to the author, the businessman’s difficulty 
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in deciding how much to produce is due to 
his inability to separate the secular trend 
from the cyclical movement and the second- 
ary trend. The latter is a less understood part 
of the long-time trend, and the author calls it 
“the Villain” in the picture. 

Chapters XX and XXI deal with leading 
stabilization proposals, while the last chap- 
ter, XXII, entitled “Economic Planning and 
Full Employment,” discusses John Maynard 
Keynes’ theory, and that of Sir William 
Beveridge, who proposed three possible 
combinations of public works and taxation, 
as a means of keeping all workers busy. 
Beveridge favors planning in order to pro- 
vide productive employment for all employ- 
ables. The purpose of this full-employment 
program is to prevent major depressions 
from getting started. Prof. Bratt believes 
it is impossible to set a minimum figure of 
unemployment—say, when six million per- 
as a basis for starting 
a government employment program, but 
urges what he calls a “‘continuous policy” 
program, as contrasted with a “full employ- 
ment” policy. He believes that stabilization 
of the “‘secondary trend” is more feasible as 
a means of reducing depressions than “short- 
term compensatory proposals” for meeting 
an emergency when it arises. 

The author proposes a program of (a) 
a long-range, consistent government pro- 
gram with respect to economic controls; 
(b) a dynamic price policy, by which he 
means that businessmen should be willing 
to reduce prices in times of depression, in 
order to encourage consumption and so 
increase productive activity (p. 471). He 
urges, further, (c) the encouragement of 
small business, as providing new competition 
and new /arge businesses, both of which he 
believes will be likely to make adjustments 
(lower prices?) when needed to avoid cyclical 
decline. He favors also, (d) long-term private 
planning based on a better understanding of 
coming changes in consumer demand; such 
understanding would increase the enter- 
priser’s willingness to increase his capital 
investment during depressions, when funds 
are available for new developments. 

He also favors (e) “an international buf- 





fer-stock for raw materials,” in order to 
stabilize raw material prices; (f) a national 
wage policy, including annual wage plans 
and minimum wage levels; (g) a national 
credit policy, to deal with consumer credit; 
(h) a national housing program, to increase 
residential housing in time of depression, 
and (i) the institution of monetary controls 
for the purpose of forcing investment of 
funds, when savings become excessive. 

These long-term measures, he believes, if 
put into a well-integrated program, would 
prevent or lessen secondary depressions, and 
tend to “prevent the use of poorly conceived 
temporary expedients to halt the decline.” 
The author frankly admits the theoretical 
character of many of his proposals when he 
says that “the problems of implementation 
involved go far beyond the reach of this 
book.” Just how effective the encouragement 
of small business can be, in providing com- 
petition with the existing giants of industry, 
is open to question; perhaps the small busi- 
nesses may be expected to grow into new 
large businesses. 

The book is certainly thought-provoking. 
Some of the chapters merit perusal by eco- 
nomic-minded businessmen who might be 
able to say just what concrete form the eco- 
nomic theories presented could take. The three 
chapters on Business Barometers, XV, XVI, 
and XVII, will be helpful to all students of 
economic measuring devices, and may aid 
an understanding of just what section of the 
economy is measured by each barometer and 
so possibly be a step toward making a master 
business barometer better than any which 
have yet been devised—a hope which many 
economists entertain for the future. 

Ernest S. BrapFrorD 
Manhattan College 


A Survey or 


THE AMERICAN EcoNoMY 
1940-1946, by John R. Craf. (New 
York: North River Press, 1947. Pp. 217. 


$3.75.) 

The author set himself the task of pre- 
paring “in concise and readable form funda- 
mental aspects of the American economy 
during the World War II era.”” Within the 
compass of some two hundred pages he fits 
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ten chapters starting with “‘National De- 
fense” and ending with “Reconversion.” 
He has, therefore, achieved his objective 
of conciseness. Likewise, the book is read- 
able. 

Although the author does not specify his 
audience, it may be implied that he had in 
mind the general public rather than aca- 
demic circles. He feels that “an understand- 
ing of what took place in the United States 
during these eventful years is an essential 
for every citizen.” This reviewer agrees. 

The steps taken in building the national 
defense program beginning May 28, 1940, 
are outlined in Chapter I, to which twenty- 
eight pages are devoted. Chapter II, ‘“Con- 
version,” pp. 29-50, gives a similar brief 
sketch of activities related to the transition 
from peace to war. About ten pages are al- 
lotted for a discussion of “Priorities and 
Allocations” (Chapter III); and eighteen 
pages to “Rationing” (Chapter IV), includ- 
ing price control. Following these are chap- 
ters dealing with “Raw Materials of War,’ 
“Agriculture,” “War Finance,” “Wages,” 


and “‘Manpower,” along with a discussion of 


“Reconversion.” 

The book attempts with some success to 
catalog the events of the war years. It does 
little more. The scholar may be bothered by 
the absence of footnotes and source refer- 
ences, which are limited for the most part to 
use in connection with statistical tables. 
More serious is the absence of evaluation 
or criticism of the various policies adopted. 
One might also question the weight given to 
various topics. Price control is not allotted a 
separate chapter but is treated primarily in 
the chapter on ‘“‘Rationing,” whereas ration- 
ing was actually incidental to price control. 
Inflation as such receives but brief treat- 
ment, and no analytical comparison is made 
with our earlier experiences of World War 
I or with methods and results achieved in 
other lands. 

As a chronology, the book may perform a 
useful function to those unfamiliar with 
the events of the war years. The facts appear 
to be accurate and well presented. 

N. H. Encie 
University of Washington 


MarketTInec, AN INstTITUTIONAL APPROACH, 
by Edward A. Duddy and David A. 
Revzan. (New York: McGraw-Hill Book 
Company, Inc., 1947. Pp. vi, 675. $4.50.) 
Several years ago the reviewer was sitting 

with several of his colleagues discussing the 

dearth of theory in marketing—decrying the 
fact that much of the elementary work had 
to be taught from a descriptive viewpoint. 

Duddy and Revzan, in their new text, bring 

together in an interesting and stimulating 

way some of the basic economic tenets from 
which a sound marketing theory must some 
day be derived. 

This text is an institutional approach to 
marketing which “views the economic order 
as an organic whole made up of a great vari- 
ety of economic structures whose functioning 
is coordinated not only by prices and profit 
margins, but by management using authori- 
tarian and persuasive techniques, and by 
social convention and custom... . The in- 
stitutional approach to the study of market- 
ing is analogous to the biologist’s study of 
living forms. In both cases there is interest 
in function and form, and the forms are or- 
ganic, having life cycles and periods of growth 
change, and decay.” The above defines the 
authors’ approach, which, in contrast to the 
commodity approach, the strict economic 
approach or the legalistic approach, is stimu- 
lating and gives those of us who teach mar- 
keting a welcome change of pace. 

One of the many contributions of the book 
is the bridging of the gap between economic 
theory and marketing practice. Frequently 
students fail to see this relationship. The 
instructor is often forced to stop and review 
pertinent economic theory before proceeding. 

The first part of the book is devoted to 
the descriptions of the various marketing 
functions. Unfortunately, they are not de- 
veloped in sufficient detail to give the student 
adequate background to evaluate the subse- 
quent topics. The authors also overlook the 
standard definitions prepared by the Com- 
mittee on Definitions. Standard terminology 
is usually a prerequisite to the development 
of sound theory. 

It is evident that a great amount of thought 
has gone into the preparation of this book. In 
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a very mature manner the authors have re- 
lated socio-economic trends and problems to 
the various phases of distribution. For ex- 
ample, in closing their discussion of the 
independent small-scale retailer, they say, 
“A democratic society is faced with the 
dilemma of preserving free entry into the 
market while at the same time avoiding the 
excessive waste that comes with maladjust- 
ment and a high rate of business failure. . . .” 

Retailing is discussed in great detail with 
some tendency toward overemphasis. Con- 
sumer cooperatives are handled very well, 
and the material on agriculture is excellent. 
In dealing with the problems of agricultural 
distribution, the authors have neatly dove- 
tailed the functional and commodity ap- 
proaches. Realism is never lost despite the 
detailed description of various phases of 
marketing farm products. The discussion 
of central cash markets is particularly good. 

In the reviewer’s opinion one of the out- 
standing contributions of this book is the 
chapter on “Future Trading Markets.” The 
student is made to realize the intricacies 
of futures trading and its importance to the 
marketing of agricultural products. The 
authors’ obvious knowledge of trading prac- 
tices on the exchanges in Chicago gives real 
breadth to their writing. They never lose the 
reader in insignificant mathematical oper- 
ations which ostensibly illustrate hedging. 

In adherence to the institutional approach, 
two chapters are devoted to market areas. 
This is one of the many places where it be- 
comes evident that in the future workable 
marketing theory might be evolved. It is 
unfortunate that this material could not 
have been developed a little further by such 
competent authors. 

The reviewer found the chapters on “Prices 
and Price Structures” very well done. The 
conflict between classical economic theory 
and current problems of market pricing are 
interestingly highlighted. In discussing re- 
sale price maintenance the authors might 
have added weight to their treatment by 
referring to the conclusions in the report on 
resale price maintenance made by the Fed- 
eral Trade Commission and submitted to 
Congress in December, 1945. 


The trend toward rigidity in the pricing 
structure is emphasized, and its affect on 
marketing is analyzed. 

The last part of the book is devoted to the 
problems of “Coordination and Control and 
Market Structures,” which attempts to 
synthesize the more important factors in 
marketing. It is a provocative, yet not com- 
pletely developed, section. 

The book has some minor weaknesses 
which could be easily eliminated in the re- 
vision. For example, the sequence of ma- 
terial may be open to question. Reader in- 
terest is easily aroused if the subject of 
marketing is developed around his role as a 
consumer. Once aroused, it is not difficult to 
carry the reader forward into the wealth of 
material which describes the many phases 
of the subject. The authors might also find it 
to their advantage to discuss the marketing 
of manufactured goods and _ agricultural 
products before discussing retailing. The 
references given at the end of each chapter 
are excellent and the illustrations are good. 
However, the plethora of illustrative statis- 
tical data may overwhelm the student. If 
this results, much of the effectiveness of the 
institutional approach is lost. 

A minor detail is that on Page 383 “‘n”’ is 
omitted from the word “nearest” in the 
fourth line of Footnote No. 1. On Page 427 
in the second paragraph the line should 
read “Fig. 20,” not “Fig. 00.” 

On the whole, the book is a good one, and 
certainly one which should make its impact 
felt on the authors of future elementary 
texts. 

Myron HEIpDINGSFIELD 
Temple University 


ResEARCH IN INpustry, Its Organization 
and Management, by C. C. Furnas, editor. 
(New York: D. Van Nostrand Co., Inc., 
1948. Pp. 570. $6.50.) 

This book is the product of 33 industrial 
research men, and is edited by C. C. Furnas, 
director of the Cornell Aeronautical Labora- 
tory. Some of the information was obtained 
from questionnaires returned by 121 labora- 
tories having from § to 3,000 workers, an 
average of 140 per laboratory. The volume 
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consists of some 250,000 words printed on a 
rather heavy book paper with numerous 
illustrations and an 18 page bibliography 
plus references or reading lists at the end of 
several of the chapters. 

Most books dealing with economic, busi- 
ness, or market research contain material 
on techniques or procedures. The techniques 
of industrial research are chemical analysis, 
physical measurement, bacteriological test- 
ing, etc. Obviously these cannot be treated 
in one volume. This book deals with organ- 
ization, buildings, equipment, personnel, 
patents, licenses, relations with other firms 
and government, selection of research proj- 
ects, setting up research budgets, evaluating 
the results of research, preparing reports, 
and the like. Owing to the large size of many 
industrial research laboratories, their per- 
sonnel problems are relatively more impor- 
tant than in most market research organiza- 
tions. One such problem discussed is that of 
contractual provisions relating to patentable 
discoveries made in the course of employ- 
ment. 

At first reading, most of the material in 
this book seems rather far removed from the 
problems encountered in business and eco- 
nomic research. Much of the discussion ap- 
pears very general in nature, rather elemen- 
tary, and in need of condensation. However, 
considering that most of the intended readers 
presumably are not trained in business or 
experienced in management, such treatment 
is probably purposeful and desirable. 

This book will apparently have little use in 
teaching business or economic research, at 
least not for beginning students. (The price 
indicates that the publisher does not expect 
large textbook sales.) Teachers and research 
workers may, however, pick up some valu- 
able ideas from it. We often profit from 
material written by men in other fields who 
approach their work with points of view dif- 
ferent from our own. The following are a few 
statements that interested the reviewer. 

Chapter I, “The Philosophy and Objec- 
tives of Research in Industry,” defines re- 
search as, “the observation and study of laws 
and phenomena of nature and/or the applica- 
tion of these findings to new devices, ma- 


terials, or processes, or to the improvement 
of those which already exist.” “The broad 
pattern of industrial research is clear—a 
diligent search for a preconceived end re- 
sult.” The objectives of research are to 
improve products; develop new materials, 
processes, etc.; effect savings in cost; abate 
dangers or nuisances; assist in standardiza- 
tion; improve customer and public relations; 
or to prevent or cure troubles in production 
or use. The research worker begins with 
either exploratory research or fundamental 
research. Exploratory research is the “try 
and see,” or the Edisonian approach. “Fun- 
damental research is the investigation of the 
fundamental laws and phenomena of nature 
and the compilation and interpretation of 
information on their operation.” 

Applied research “takes the results of 
fundamental or exploratory research -and 
tries to apply them to a specific process, 
material, or device.”’ Exploratory or funda- 
mental research indicates that a certain re- 
sult is possible. “Applied research moves it 
from the realm of possibility to that of high 
probability.” The results of applied research 
then go to “development,” which is the 
period of adolescence in which the product 
grows up. Development may include engi- 
neering and market evaluation. The product 
is designed, tested, and perhaps redesigned. 
From development, the product goes into 
production and then into sales. 

Chapter XIV contains an interesting dis- 
cussion of the woman research worker. One 
statement: “Women, by and large, do not 
combine a career and homemaking and give 
equally of their best to each. And if oppor- 
tunity for marriage presents itself, in the 
majority of cases, the woman will relinquish 
her career, no matter how much education 
or responsibility she has achieved. Thus, 
there is created an extra hazard in hiring 
young girl scientists, since there is the ex- 
pectation that their stay will not be long; 
that efforts toward their further education in 
science and business are not justified be- 
cause the investment will be lost....” 

The material in Chapter XXVIII com- 
pares research in American and in various 
European countries. In the United States the 
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number of laboratories in industry grew 
from fewer than 300 in 1920 to 2,300 in 
1939 and the number of workers from a 
few thousand to 70,000. There has been a 
notable growth of research in the Middle 
West, South, Southwest, and on the Pacific 
Coast. Germany was the leader in industrial 
research up to the Nazi regime, owing to 
generous government subsidies and the co- 
operation between government and indus- 
try. The Germans seem especially well 
suited as research workers. In Great Britain 
research has been conducted by the govern- 
ment, research foundations, universities, and 
trade associations rather more than by pri- 
vate companies, although the latter, es- 
pecially the electric companies, have large 
laboratories. France made little progress 
between the two world wars. The French 
have not been especially development- 
minded, although considerable progress has 
been made in certain industries. Russia has 
developed very rapidly during the past 
twenty five years. ““The government’s au- 
thority over research is all embracing.” Ex- 
penditures increased from one and a half 
million rubles in 1917 to one billion rubles in 
1938 and the research budget as a proportion 
of national wealth was larger than in any 
other country. The number of colleges and 
universities increased from g1 to 716 in the 
past quarter of a century. 
P. D. Converse 

University of Illinois 


Business BUDGETING AND ConTROL, by J. 
Brooks Heckert. (New York: The Ronald 
Press Company, 1946. Pp. ix, 546. $5.00.) 


In general this text follows a standard 
pattern in the presentation of subject mat- 
ter, with a breakdown of chapters as follows: 
(1-5) introductory material as to the nature, 
aim and scope of budgets; (6-17) sales and 
distribution; (18-23) production and inven- 
tories; and (24-27) plant, administrative and 
financial budgets with a concluding chapter 
on reports. 

Fortunately the similarity to the standard 
text on budgeting ceases with the general 
ordering of subject matter. Professor Heck- 
ert has elected to use what could be called 


an “analytical” approach as opposed to one 
of pure technique. Particularly is this ap- 
parent in chapters 3 to $, where certain situa- 
tions of “‘price, volume, and profits” are 
analyzed in such a manner as to single out 
the important and significant internal and 
external variables that a firm must contend 
with in its operations and consequently in its 
budgeting. Most of the analytical material 
is presented in terms of the break-even point 
which is applicable in sales and production 
budgeting. There is still room for similar 
devices which would be used in the financial 
budget and which generally are presented 
only in texts on the analysis of statements 
and not as an integral part of the budgeting 
process. 

Again in the discussion of budgeted price 
(chapter 9) is a refreshing note. In this the 
author presents the various types of markets 
with which a firm may be faced in determin- 
ing its price policy. Although the presenta- 
tion is brief and elementary, it does outline 
the significant market situations extending 
from pure competition to monopoly. The 
ordinary approach to budgeting has tended 
to deal lightly with markets since, in many 
instances, implied assumptions are made as 
to the character of a market which are at 
variance with the actual situation. With 
economic activity characterized by so much 
product differentiation and hence by varying 
degrees of monopoly, the approach to the 
sales, output, and profit relationship must 
also be governed by the level of restriction 
as a variable. 

Some alleged differences between budget- 
ing and standards are indicated (p. 9) and 
these apparently are predicted on “whether 
the program should be based on standard 
performance or actual expectation.” There 
is some confusion at this juncture regarding 
the nature of standards. Simultaneously 
with the determination of expectations, 
standards are set. Whether “the budget is to 
serve primarily as a measure of individual 
performance” or “as a tool of coordination 
of operating and financial factors” has no 
bearing on the issue. 

Both the text and the ample problem 
material focus attention on significant re- 
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lationships rather than on a mass of inter- 
minable and repetitious detail which has 
become such a feature of accounting books 
and which serves no purpose other than that 
of “busy work.” In addition to problem 
material the chapters are supplied with a 
number of questions that not only provide 
a basis for review but also can be used for 
thought provoking discussion. 

The text contains an adequate amount of 
illustrative material, possesses a good index, 
and provides some references to additional 
sources on budgets. 

Joun Pacani 
Stanford University 


Rea. Estate Anatysis, by William H. 
Husband and Frank Ray Anderson. (Chi- 
cago: Richard D. Irwin, Inc., 1948. Pp. 
576. $5.00.) 


The authors have provided a timely vol- 
ume on a very important subject. It should 
be of particular interest and value to the 
owner, investor, and user of all forms of 
real estate. 

The book is divided into five distinct 
parts: Real Estate and the Economy, Legal 
Processes and Instruments, the Real Estate 
Market, the Financing of Real Estate, and 
the Public Interest. Each of the parts is 
divided into chapters. Each chapter is sum- 
marized by a list of questions and problems. 
The authors have included discussions of the 
very latest subjects of concern to those in- 
terested in real estate such as public housing, 
veterans’ housing, G. I. loans, guaranteed 
markets, price ceilings on new houses, priori- 
ties and allocations, and so forth, and a con- 
sideration of the various factors bearing upon 
public policy and private interest. 

The book also deals with the basic subjects 
which belong to the field such as property 
interests and titles, deeds, mortgages, liens, 
contracts, leases, appraisals, loans, fore- 
closures, taxes, and assessments. 

The style is straightforward. The subject 
matter is well organized, attractively ar- 
ranged, and very readable. 

It is a handy source book and an excellent 
textbook for classes in real estate or market- 
ing. 


The authors set out with a very praise- 
worthy object—that of setting forth the 
changes in the real estate field during the 
past 20 years in relation to the changes in 
the national economy. In the main they have 
succeeded in accomplishing this objective. 

Howarpb WHIPPLE GREEN 


Cleveland 


INTERNATIONAL TRADE—TARIFF AND Com- 
MERCIAL Pouicies, by Asher Isaacs. 
(Chicago: Richard D. Irwin, Inc., 1948. 
Pp. 838. $5.00.) 

Professor Isaacs presents this timely text 
from the viewpoint of an historical econo- 
mist rather than that of a practitioner of 
foreign trade. The book scans tariffs and 
commercial policies from the Code of Ham- 
murabi to the Geneva Reciprocal Trade 
Agreements, with brief speculations about 
the future and the so-called Marshall plan. 

Divided into five sections, the thirty- 
four chapters are adapted to textbook teach- 
ing, or to a layman’s review of political 
economy on such controversial issues as 
tariff planks underlying our political party 
platforms. 

The first portion (nearly a fifth of the 
text) sketches history that a teacher may or 
may not deem essential to a course on inter- 
national trade. The author suggests as 
much. In Part I, six chapters are devoted to 
commerce and trading institutions in ancient 
and medieval times through the rise of mer- 
cantilism. Adam Smith and the Physiocrats 
are given another chapter, followed by a 
chapter on commercial theories of Malthus, 
Ricardo, John Stuart Mill and Alfred Mar- 
shall. Protection policies of Alexander Ham- 
ilton and Friederich List end this section. 
While not essential to the text that follows, 
the history conditions the reader to later 
events. 

Part II outlines tariff policies of the United 
States in six chapters. Parts III and IV pre- 
sent less extensively tariff and commercial 
policics in Europe and Asia and in the West- 
ern Hemisphere by countries (nine chapters 
in all). 

Part V covers problems of international 
trade and resulting policies in the remaining 
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nine chapters. This section touches on ge- 
ography, trade controls and restrictions, 
war and international commercial policies, 
the Webb Export Associations, the Merchant 
Marine and air transportation policies, 
government aids to business, and world 
movements toward and away from freer 
trade. 

The arrangement of the text makes for 
ease of reading. The teacher should welcome 
the introductory chapter which contains 
suggested topics for term papers, oral reports 
and projects, as well as later chapters which 
follow a consistent pattern with summary 
and questions for discussion at the end of 
each chapter. 

Professor Isaacs rightly views interna- 
tional economy at the end of one era and at 
the beginning of another. Neither he nor 
the reader can be certain what the future 
may bring, but the present can be better 
understood from the review of the past. 
How teachable this or any textbook will prove, 
depends upon the scope and background of 
the teacher. 

The author in his preface offers his own 
criticism by reporting impatience of ex- 
service men now in his classes with theory by 
itself. In the company with many college 
professors, he has experienced the give and 
take of young world travellers who have 
lived in faraway places and who seek a foun- 
dation on which to base interpretation of the 
future. Professor Isaacs freely uses quota- 
tions and cites personalities in his text. It is, 
therefore, not remiss for this reviewer to 
comment on the text’s brief presentation of 
recent developments in France and else- 
where on the Continent. 

Interpretation of the French deal, con- 
cluded in May 1946, obviously could not be 
discussed in detail in the textbook, nor the 
Belgian deal, concluded six months later, 
and not discussed. The pattern is outlined, 
however, although the trial and tribulations 
are not. The United States owed the Belgian 
Government forty million dollars by V-E 
Day, the only nation in the world that put 
more in Reverse Lend Lease than we put 
into Lend Lease. And yet, we had to recoup 
nearly $150,000,000 for our taxpayers on 


surplus property in this small nation about 
the size of Maryland populated with eight 
million people where large quantities of war 
material remained largely because of the 
Battle of the Bulge. War debts invariably 
affect world trade. 

In the case of France, international trade 
still remains complicated. Prior to the most 
recent devaluation of the franc an equaliza- 
tion fund presumed to offset high domestic 
cost by permitting the sale at export of such 
items as cognac, wines, and perfumes, at a 
lesser price outside of France through a 
payment to the fund of an import tax, as- 
sessed against incoming products. Paper 
work in itself defeats much export trade 
through the discouragement of buyer and 
seller by the functionaire, who is far more a 
bureaucrat than his American counterpart. 

With the exception of changing recent 
developments, your reviewer believes this 
book is well written and should serve as a 
useful text in colleges which offer a beginning 
course in International Trade. It may be 
necessary to supplement the book with ad- 
ditional related and qualifying material. 

Howarp T. Hovpe 


Philadelphia, Pa. 


SUCCESSFUL SALESMANSHIP, Second Edition, 
by Paul Ivey (New York: Prentice-Hall, 
Inc., 1947. Pp. 567. $5.35.) 

In bringing out his second edition of his 
laudable book, Dr. Ivey has reworked much 
of his original materials, reorganizing and 
enriching them with new anecdotes and 
experiences to the extent of about seventy 
added pages, even allowing for some increase 
use of section headings which point up the 
book. Innovations include a new introduc- 
tory chapter, another on “How to Handle 
People,” and a concluding one on “How to 
Get a Selling Job.” along with an appendx 
of student exercises. 

Following the pattern set by the original 
edition, Successful Salesmanship leans heav- 
ily upon the psychological approach which 
makes the completion of a sale depend con- 
siderably upon the salesman’s ability to sell 
his products by appealing to the right buying 
motives. This is made possible by a knowl- 
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edge of how to handle people. Although 
widely taught, this approach appears to be 
somewhat more applicable to making initial 
sales contact than towards cementing long 
term relationships between salesman and 
customer upon which so much of successful 
salesmanship depends today. This approach 
would seem to be more applicable to spe- 
cialty selling than to industrial and jobber 
selling. 

Salesmanship is often a joint project in 
which buyer and seller agree to represent 
each other over a period of time to their 
mutual advantage. This process starts with 
the salesman’s careful selection of prospects 
in which unlikely candidates are weeded 
out, and continues through the life of their 
relationships. During this time the salesman 
should never cease to study his customer’s 
needs, nor to give them primary considera- 
tion. This long range aspect of salesmanship 
although not entirely neglected in Successful 
Salesmanship tends to be subdued in an 
overwhelming attention to psychological 
devices for creating a favorable impression. 

It would also seem that Dr. Ivey’s book 
is pointed more directly towards persons 
with a fair amount of sales experience and 
background as the book offers little informa- 
tion on some of the more basic fundamentals 
of selling, such as prospecting, pre-approach 
methods and a breakdown of a sales presen- 
tation into its basic parts with a study of 
each. To persons with no knowledge of the 
complexity of modern selling such informa- 
tion is very practical and essential to an 
understanding of how to handle prospects 
and as a prerequisite to the more advanced 
material presented in Successful Salesman- 
ship. 

KENNETH D. Hutcuinson 
AND 
WILL1AM P, GorMBLEY, Jr. 
Boston University 


AGRICULTURAL Finance, by William G. 
Murray. (Ames, Iowa: Iowa State College 
Press, 1947. Pp. 362. $4.00.) 


This book, a second edition, expands the 
first (1941) by treating new legislation, recent 
farm finance statistics, and the evaluation 


of farm credit changes during the past six 
years. The scope of the book is limited to 
producer-secured credit. Unsecured lending 
and farmer-consumer financing are mentioned 
only in passing. The point of view is socio- 
economic with a nice balance maintained 
between lender and borrower interests. 

The book consists of 350 pages divided 
into 30 chapters, grouped into two parts; 
the first deals with principles of farm credit, 
and the second with the analysis of lending 
agencies. Part one is concerned with the use 
and classification of credit, analysis of the 
credit risk, and factors of basic consideration 
in obtaining and granting credit. The use of 
borrowing is examined critically both on the 
basis of the nature of farming, and also on the 
principles of division of labor and specializa- 
tion. The conclusion derived is that borrow- 
ing is inherent in farm operation and owner- 
ship. The classification of credit into produc- 
tion, consumption, public, private, and in- 
stitutional is examined and found inadequate. 
Farm loans are individual and a synthesis 
of the elements of time, purpose, security, 
and type of borrower. 

The techniques of risk analysis are pre- 
sented and examined, including balance 
sheet, income, and marginal analysis. The 
latter is an attempt to apply the economic 
laws of proportion of factors and diminishing 
returns to the analysis of a credit risk. The 
farm credit risk is erratic in amplitude and 
incidence because of geographic conditions, 
soil, climatic conditions, seasonal and weather 
variations, and the business cycle. There- 
fore, any uniform over-all lending policy 
(national-wide in operation) is uneconomic 
and fails to gibe with realistic cost conditions. 
The section is concluded with a discussion of 
the factors involved in obtaining and grant- 
ing credit. The problems of how to buy a 
farm, negotiate and evaluate security in 
terms of physical factors, the borrower’s 
previous payment record, the borrower’s 
budget, the arrangement of payment terms, 
and the determination of the interest rate 
are treated in an elementary manner. 

Part two, dealing with the analysis of 
lending agencies, opens with a chapter on 
function and classification of lending agen- 
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cies, followed by four chapters concerned 
with insurance companies, middlemen, com- 
mercial banks, and merchant dealers. The 
remaining thirteen chapters are devoted to 
an analysis and evaluation of government 
and public agencies. Each of the agencies is 
discussed as to its history, its lending poli- 
cies, and its relative position. 

The analysis of federal and other public 
lending agencies is concluded with a sum- 
mary chapter in which it is stated that the 
over-all objective of government agencies 
has been to aid in making the typical farmer 
in this country a home owner. The agencies 
are evaluated from this point of view, and 
after an examination of three historic periods 
(1787 to 1820, I900 to 1932, 1933 to the 
present) it is concluded that they have not 
been successful in this attempt. 

The author concludes that the present 
program is more ambitious than any pre- 
vious one. The resistance of loan committees 
and administrators to increasing land values, 
and the emphasis that is being placed upon 
debt payment by farmers during the high 
price and high income period are evidence 
of an improved policy. Consequently, it is 
reasonable to look forward to a more satis- 
factory movement up the ladder from ten- 
ancy to ownership. 

No doubt the author of this book has 
achieved his objective of writing a textbook 
limited to the presentation and analysis of 
farm production credit granted on a security 
basis. The exposition is elementary, clear, 
and logical. However, certain limitations are 
evident. Among these are: first, an absence 
of any attempt to show the relationship of 
the particular area of farm credit with which 
the author has dealt to the general field of 
credit. It would seem that the book would be 
more meaningful from a broad point of view 
if the reader were made aware of the extent 
to which agricultural credit is an integral 
part of the whole credit structure of the 
economy. Secondly, the author’s exclusion 
of farmer consumer credit results in an 
analysis of only a part of the credit situation 
in which the average tenant farmer inevi- 
tably finds himself. Third, the author has 


omitted any discussion of the institutions 


and ways and means by which paying habits 
and demonstration of character become re- 
corded and made available through credit 
bureaus and other credit information agen- 
cies. Finally, the author gives the reader no 
useful tool by means of which interest costs 
may be analyzed and quantitatively com- 
pared. 

Despite the limitations cited, the author 
of this book has made a distinct contribution 
in that he has presented and analyzed in an 
elementary way, agencies at hand to serve 
in the special field of agricultural production 
financing. 

L. F. MANHART 
Bowling Green State University 


NINETEENTH Boston CONFERENCE ON Dis- 
TRIBUTION, Sponsored by the Retail Trade 
Board and the Boston Chamber of Com- 
merce in cooperation with Harvard Uni- 
versity, 1947. (Pp. 90. $3.75.) 


The Boston Conference on Distribution 
is a national forum on timely and broadly 
gauged topics related to management in 
marketing. The 1947 program had two major 
themes: Improved Productivity in Distri- 
bution, and World Conditions Affecting 
Distribution. The program was built on 
broad outlines, in keeping with the tenor of 
the times. Current and anticipated pressure 
of costs on net margins primarily causes the 
interest in improved productivity in market- 
ing. The interdependence of marketing and 
other segments of business, and the relation- 
ship between business and the political com- 
munity necessitated the papers on “World 
Conditions Affecting Distribution.” The 
program was aimed to further “‘sound think- 
ing, policy, and action which may offset the 
forces of disintegration and enable American 
business to avoid the pitfalls of ignorance and 
inaction.” 

Altogether there are some nineteen papers 
in the compendium, the majority of which 
deal with the major topics of the conference. 
The temper of the conference was set at the 
beginning by President James B. Conant of 
Harvard University in his paper entitled 
“America’s Fitness to Survive.” Other papers 
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of broad interest included Leo M. Cherne’s 
“Keys to World Confusion”; Alger Hiss’ 
“American Business and Foreign Affairs 
Today”; and Clair Wilcox’s “The Geneva 
Draft of a Charter for World Trade.” Pro- 
fessor Sumner H. Slichter’s ‘““Trends in Labor 
Relations” belongs to this broad group of 
papers and very acceptably presents the 
need for the “development of effective team- 
work between unions and management.” 
These papers were well conceived and served 
a purpose in this kind of conference. How- 
ever, it must be stated that events change so 
rapidly today that many of the things said 
in such papers read like yesterday’s news- 
paper. 

Professor Malcolm P. McNair keynoted 
the sessions on “Improved Productivity in 
Distribution” with his paper on “The Critical 
Importance of Productivity in Distribution.” 
A well-rounded treatment of the subject was 
then given by James D. Wise in “Produc- 
tivity and Distribution from a Manufactur- 
er’s Viewpoint”; Adolph Ullman’s “Improved 
Productivity in Wholesale Distribution”; 
and Paul A. Barkmeier’s “Improving Pro- 
ductivity in Retail Distribution.” More 
general papers on the subject were those of 
George A. Fry, “Establishing Effective 
Sales Control for Management”; and Marvin 
Bower’s “Throwing the Sales Program into 
High Gear.” 

Other papers, which were in the nature of 
“asides”, included ‘Fisheries in the Econ- 
omy of North America,” “Selling Democracy 
to the Japanese” and a note on television 
broadcasting, “Selling by Sight over the 
Air.” 

Building a program for this kind of con- 
ference presents a dilemma which might be 
stated in terms of “names vs. knowledge.” 
This applies especially to subjects which are 
technical in nature, as is the general topic 
of “Improved Productivity in Distribution.” 
The papers presented at the conference 
fulfilled their function of stating the need for 
improved productivity, but they did not deal 
adequately with “How to Measure Produc- 
tivity in Marketing” or “How to Improve 
Productivity in Marketing.” However, the 
papers that dealt with “World Conditions 


Affecting Distribution” made an excellent 
contribution in showing the effect of world 
affairs on business and the relationship of 
community and business interests. The suc- 
cess of the program must be measured in 
terms of the general objectives of the Boston 
Conference on Distribution. Once again the 
Conference has met its responsibility of blaz- 
ing the trail for expansion of interest in dis- 
tribution—its problems and its future—in 
recognition of the “‘vital place of distribution 
in our economy.” 
Orin E. Burtey 

University of Pennsylvania 


199 “Starts” AND “Stops” FOR SUCCESSFUL 
Sates Letters, anon. (New York: Car- 
dinal Book Company, 1947. (litho.) Pp. 
IOI. $4.98.) 


As the title suggests this little book is 
primarily a compilation of examples. It ap- 
pears to be an elaboration of John Caples’ 
“advertising formula” method applied com- 
petently to the two most difficult aspects of 
sales letters. 

“Starts” are classified into eleven groups 
and “stops” into seven. In addition to the 
use of classification the usefulness of the 
compilation is increased by demonstrations 
of the manner in which the specific examples 
may be adapted to other lines of business and 
by brief pithy comments interspersed spar- 
ingly. 

The book could be improved by expanding 
the comments both in number and in scope. 
The down-to-earth practical approach has 
much to recommend it but there is no point 
in making it a fetish. Both students and ap- 
prentice practitioners could benefit from 
more discussion of why along with the how fo. 
However, this criticism may perhaps be 
gratuitous since the book represents a job 
well done within its intended scope. 

Karu H. Krauskopr 
Ohio University 


PLANNING THE Propuct, by D. M. Phelps. 
(Chicago: Richard D. Irwin, Inc., 1947. 
Pp. 292. $4.00.) 

This book recognizes that product plan- 
ning is an integral part of the sales man- 








122 


THE JOURNAL OF MARKETING 





ager’s responsibility. It should be particu- 
larly useful for those sales managers who are 
now exercising this portion of their respon- 
sibility for the first time. Since it is written 
from the sales manager’s point of view, there 
is little space for the purely production side 
of the problem. About one-half of the space 
deals with product design development, 
evaluation of a line of products and market 
testing. These chapters can be read with 
profit even by experienced operators in this 
field. Phelps’ thinking is sound and he raises 
and intelligently discusses all appropriate 
questions. Emphasis is placed on the con- 
sumer approach to the problem. Many of his 
illustrations are drawn from the automobile 
and other Michigan industries. The firms in 
this area of the country furnish good mate- 
rial and Phelps knows the Michigan territory 
well. The chapter on the constituting of a line 
is useful. The benefits of soundness in this 
area are given attention. The failure to use 
product and market testing has caused much 
trouble for many concerns. A review of pro- 
cedures that have been used is included. 

The latter half of the book deals with 
product policies. The chapter headings are: 
“Brands and Trade Marks”; “Packaging 
the Product’’; “Labels and Labelling” and 
“Warranty and Service Policies.” It is 
obvious by this distribution of space that 
Phelps believes these features of product 
planning are as important as the pure por- 
duction planning phases of the problem. The 
discussion of the Latham Act is well done. 
Many marketing men still do not realize the 
full significance of this legislation. The chap- 
ter on labels and labelling is worthwhile. The 
discussion on informative labelling is ap- 
propriate and fair. The treatment of the legal 
aspects of the problem is such that an oper- 
ating sales manager should be able to meet 
all legal requirements involved in launching 
a new product. 

There is a good list of references at the end 
of each chapter. The book should be most 
valuable as a complete check list for the 
most experienced operating man. A student 
of marketing will find a real problem fully 
analyzed. It is too obvious to mention that 
the whole subject is one of real timeliness. 


The importance of the subject at the present 
time can hardly be exaggerated. The book 
should find a place on the book shelf of both 
marketing students and practical marketing 
men. 

W. A. THompson 
University of Western Ontario 


Cuttinc ADVERTISING AND PrintiNG Costs, 
by the Staff of Printer’s Ink (New York: 
Funk and Wagnalls Company, 1948. Pp. 
391. $5.00.) 


Cutting Advertising and Printing Costs is 
the latest contribution to the Printer’s Ink 
Business Bookshelf, a series of practical 
books in the field of marketing. This latest 
addition is intended to help business men, 
as well as advertising men, reduce their 
printing production and advertising costs. 
This book also should appeal to university 
teachers of marketing who are on the look- 
out for outside readings for their students, as 
the information in this book is the kind which 
most students are anxious to obtain before 
entering the business world. 

The material in this book is taken from 
articles appearing in Printer’s Ink which 
were written by members of the staff as 
well as outstanding authorities in the field. 
C. B. Larrabee in his introduction points out 
the fact that advertising is not immune from 
occasional unwarranted attacks upon it as 
a wasteful economic force. However, he has- 
tens to point out that this criticism has en- 
couraged marketing men to find ways and 
means for improvements at lower costs with 
the end result that the ultimate consumer 
receives more for his dollar. 

This book is composed of twelve chapters 
containing over five hundred examples and 
ways to economize in advertising without 
impairing the desired results. The first two 
chapters deal with initial preparation includ- 
ing the paper to be used. Although the sub- 
ject covered is basic, the average business 
man, after reading the first two chapters, will 
have a far better understanding of the im- 
portance of thinking ahead. 

The third and fourth chapters deal with 
printing, art work, engravings and electros. 
In this section there is a money-saving 
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check list to use when ordering printing, 
tricks and tips in color printing, and hints 
on relations with artists and engravers. 

The fifth chapter deals with efficient rec- 
ords, and outlines a sample system to use in 
keeping accurate account of the progress and 
cost of individual printing and other produc- 
tion jobs. Keying ads, salesmen’s reports on 
prospects, direct mail records, recording of 
test mailings and analysis of records are all 
discussed effectively and thoroughly. 

The subjects in the next two chapters in- 
clude samples, booklets and catalogues. The 
case of no charge versus a nominal charge is 
discussed pro and con. Interesting case his- 
tories are given for both sides, and the 
reader is allowed to draw his own conclusions 
after certain observations are emphasized. 

Next, the authors take up the subject of 
mailing lists. This is an excellent section 
covering a much discussed subject. Here 
again actual case histories are used, and 
tested and successful ways are given to in- 
crease the quality of the returns at lower 
costs. This is followed by a treatment of the 
value of dealer helps and examples of prac- 
tical ways to decrease the waste that is so 
prevalent in this kind of advertising. 

The chapter on “Economics Through 
Copy Appeals and Copy Tests” is, in the 
opinion of the reviewer, one of the best in 
the book. It contains analyses of campaigns 
conducted by large advertisers and especially 
good are the case histories taken from the ex- 
perience of General Electric, California Fruit 
Growers Exchange, Kellogg (Pep), Welch 
(Grape Juice), etc. The final two chapters 
deal with ideas often overlooked, pitfalls 
that beset advertisers and stretching the 
advertising budget to make it seem larger. 

Although each chapter is complete in it- 
self, a comprehensive reference index is also 
included which enables the reader to refer 
with ease to other parts of the book touching 
upon the specific subject of interest. The re- 
viewer recommends this book highly as a 
practical guide for business men associated 
with advertising and to teachers of advertis- 
ing as a reference book. 

A. F. Scuatk, Jr. 
Washington, D. C. 


Controt CuHarts 1n Factory Manace- 
MENT, by William B. Rice. (New York: 
John Wiley & Sons, Inc., 1947. Pp. 149. 
$2.50.) 


Control Charts in Factory Management is a 
welcome contribution on the subject of sta- 
tistical quality control. The author sets out 
to bridge the gap between W. A. Shewhart’s 
mathematical approach to the subject and 
such practical operating handbooks as the 
American Standards Association has issued 
on quality control. This book does not pur- 
port to be an all-embracing work on the 
subject of statistical quality control—the sci- 
ence of setting and maintaining standards of 
performance through statistical analysis. 

The author devotes the first part of the 
book to a brief discussion of the development 
of statistical quality control, the philosophy 
underlying the technique, its current applica- 
tion in industry, and most important from a 
marketing point of view, other possible ap- 
plications in business. It is stressed that the 
method can be adapted to serve not only the 
production manager, but the sales manager, 
the market researcher, the production re- 
search man. To quote: “Quality control per- 
haps can better be called profit contro/. Qual- 
ity control in the broad sense requires the co- 
ordination of consumer research, product re- 
search and production research . . . directed 
towards meeting the standards set by man- 
agement.” 

The remainder of the book deals with the 
methods and applications of statistical qual- 
ity control by industry today. In these latter 
chapters, the author draws heavily upon his 
own experience in the field as a consultant 
and presents numerous case histories of ap- 
plications of the control chart technique. 
Basically, the approach is non-technical. 
However, the reader with little or no prior 
background in statistics will find that while 
he is shown the operations involved in install- 
ing a system of quality control, the statisti- 
cal basis for reasoning is largely omitted. 

Briefly the method can be described as 
follows: 

(1) On the basis of a series of random sam- 
ples, a norm is set for a quality characteristic 
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of a product—for example, the tensile 
strength of cotton thread; 

(2) Limits of variation in individual sam- 
ples from this norm are statistically deter- 
mined. Variation in quality within these 
limits is attributed to chance factors. If in- 
dividual samples fall outside of this range, 
quality is considered to be “out-of control”; 

(3) Control charts are set up and peri- 
odically the quality measurements of sample 
items are plotted in order of time; 

(4) As soon as “out-of-control” points 
show up, there is an engineering investigation 
to trace the trouble to its source; 

(5) If the quality of production is “in- 
control” but the product still does not meet 
management’s standards, the manufacturing 
process must be changed basically to gain 
any further improvement. 

It can be seen that the basic principles in- 
volved, with slight modifications, can be ap- 
plied to marketing problems, to the setting 
up of sales quotas, for instance. Following 
the procedure outlined above, this would in- 
volve setting up a standard of performance 
based on such factors as population within 
the sales territory, income, buying habits, 
etc. Using past sales records, reasonable 
limits of variation in monthly sales could be 
set up. Any month’s performance falling out- 
side of these limits would call for investiga- 
tion. If management’s sales goals are found 
to be too high in light of the statistical stand- 
ard, the current selling techniques might 
have to be changed basically—more advertis- 
ing, different media, or perhaps the product 
itself might be changed to meet consumer 
acceptance. Presently such applications of 
the theory of statistical quality control are 
rare. 

The control-chart technique is another tool 
in the study and solving of problems. It is 
not applicable to all problems nor does it 
automatically give final answers. The author 
cautions against its use except in skilled 
hands and of the necessity of sound judgment 
in interpreting results. The user needs not 
only to understand his tool and its use, but 
also the material to which it is applied; e.g., 
the rnanufacturing or marketing processes 
involved. Its adoption will be limited pretty 


much to available qualified specialists and 
their ability to sell its product to operating 
personnel. 
Luioyp L. SHAuLIs 
AND 
SoLtomon ETHE 


New York, N. Y. 


ADVERTISING: THEORY AND Practice, Third 
Edition, by C. H. Sandage. (Chicago: 
Richard D. Irwin, Inc., 1948. Pp. 613. 
$5.00.) 


Leading advertising men are firmly con- 
vinced that the first step in advertising is a 
careful analysis of the potential market for 
the product to be advertised. After that ap- 
praisal has been made the next step is a 
formulation of a sound marketing program. 
Then, as part of the total selling program, 
advertising enters the picture as a complete 
or partial selling tool depending upon the 
method of distribution. Recognizing this 
fact, the author devoted a goodly portion of 
his text to the marketing side of advertising. 
Emphasis in this book is placed upon the 
theme that maximum selling effectiveness 
will be obtained when the sales message is 
directed to prospective customers rather 
than to people in general. Requirements of 
modern selling and merchandising make it 
essential that the preparation of the sales 
and advertising message be preceded by a 
survey of customer needs and desires, an 
analysis of the qualities possessed by the 
product, and the determination of the loca- 
tion and purchasing power of prospective 
customers. Thus, from these data can be de- 
veloped an appraisal of the market, and the 
formulation of a sound marketing and ad- 
vertising plan. 

Professor Sandage has done an unusually 
good job in organizing and writing this book. 
It is designed primarily for those students 
interested in advertising in its larger aspects 
rather than for those looking for a guide to 
the development of a given form of advertis- 
ing. Such being the case his treatment follows 
rather logically. First, are discussed the his- 
torical and economic aspects of advertising, 
designed for the student who is interested 
in the place of advertising in our economic 
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society and its justification. This section is 
followed by the basic theory of advertising 
research and an explanation of the major 
methods used to get information about the 
prospect as well as market acceptability of 
the product. The discussion then turns to 
the development and presentation of the ad- 
vertising message and how to test it for ef- 
fectiveness. To complete the pattern the 
advertising organization is described in quite 
some detail including the general advertising 
agency, the advertising department of the 
manufacturer, and the retail setup for ad- 
vertising. To bring the text completely up-to- 
date a chapter has been written on advertis- 
ing and public relations. New information re- 
garding the use of advertising to educate the 
public concerning social, humanitarian and 
economic values also has been added. 

To the professor who is interested in a 
teachable text this book is recommended as 
one worthy of consideration for use in the col- 
lege classroom. It is well written, abundantly 
illustrated with actual situations and con- 
tains a number of stimulating questions for 
consideration at the end of each chapter. 
Other questions permit the student to deter- 
mine whethe- or not he has adequately 
studied the basic theory. 

One teaching weakness is apparent in the 
book—there is not enough material dealing 
with the subject of radio, in which most stu- 
dents express a healthy interest. This is un- 
fortunate because radio is one subject on 
which it is most difficult for the instructors 
in the smaller colleges to find information. 

Personally, I believe that this text will give 
the college student the proper insight into 
advertising—it presents the entire field in 
fine perspective, gives him a philosophy of 
advertising which if followed will certainly 
develop the proper respect for that selling 
tool on the part of the public, and also give 
him a working knowledge of how to adver- 
tise—an advantage when starting upon a 
career. To the practitioner who has special- 
ized in one branch of advertising, this text is 
also recommended not only for a refresher 
but for the broader aspects with which he 
may ultimately deal. 

Leo T. Simmons 
St. Louis University 


InpusTRIAL MANAGEMENT, by William R. 
Spriegel and Richard H. Lansburgh. (New 
York: John Wiley and Sons, Inc., 1947. 
$5.00. Pp. 656.) 


This is the fourth edition of this well- 
known text, originally written by Richard H. 
Lansburgh (now deceased) and revised by 
William R. Spriegel. The introduction to this 
fourth edition states that it is a general man- 
agement textbook with certain special fea- 
tures. It attempts to attain a balance be- 
tween theory for the students and practice 
for the executives. It is written more or less 
around a medium-sized plant and it endeav- 
ors to develop the relationships between the 
various branches. It admittedly omits tech- 
nical information such as processes, mate- 
rials, machinery, equipment, lighting, and 
power computations. It attempts to bring 
out the social and personnel angles of man- 
agement. No attempt is made in the book to 
add anything new to the theory and practice 
of industrial management. 

There are a great number of pictures and 
illustrations scattered through all the book, 
probably more than in most texts in this line. 
They are current and good. 

In the makeup of the book, the material is 
divided into nine sections, grouping the vari- 
ous phases of industrial management into 
main classifications. The topics in some of the 
groups may not be too well correlated and 
the sequence of some of the topics apparently 
is carried out with particular reference to the 
way the author is accustomed to developing 
them and may not necessarily be the logical 
order of development or the way that other 
authorities would look at them. For example, 
Plant Locations is developed in Chapter IV 
and Plant Layout in Chapter XII. Standard 
Time is developed in Chapter XX and Pro- 
duction Control in Chapter XXXII. 

The book is sound in its presentation of the 
problems about which management must 
make decisions, but seemed short on tech- 
niques for solving problems. Some parts par- 
ticularly go into a great deal of detail; in 
other parts topics are more or less high- 
spotted and as a whole the book seemed 
rather short on the tools for solving the prob- 
lems. 
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The chapter on “Transportation” is very 
good, but the chapter on “Time Study” 
probably could be improved. The book in- 
cludes quite an extensive section on Dis- 
tribution and Marketing, which is becoming 
more and more a management problem al- 
though it is mostly sales and sales manage- 
ment rather than distribution in general. 
There is a good chapter on “Purchasing” 
although it misses some of the tools and 
techniques used by purchasing agents. The 
chapter on “Budgeting” is very good, al- 
though it presupposes considerable informa- 
tion in accounting which is not included in 
the book. There is an excellent chapter on 
“Inventory Control.” The Production Con- 
trol material is very good and is divided up 
into chapters on “Routing,” “Scheduling,” 
“Dispatching,” “Control,” etc. 

The book is very complete in its coverage 
of the management field. The only possible 
weaknesses are the personal preferences as 
to the sequence of development of topics and 
the tools and techniques that may be used in 
solving some of the problems. 

Rosert S. Stainton 
Case Institute of Technology 


TRENDS IN OuTpuT AND EMPLOYMENT, by 
George J. Stigler. (New York: National 
Bureau of Economic Research, 1947. Pp. 
80. $1.00.) 


This report is the fourth of the Silver An- 
niversary series and the twelfth of the series 
dealing with changes in production, employ- 
ment, and productivity in the first forty 
years of this century. In several respects it 
is a short summary of the latter series which 
is primarily concerned with the agricultural, 
manufacturing, mining, and electric and gas 
utilities industries. 

This review is divided into four parts: 
(1) trends in output, (2) trends in employ- 
ment, (3) trends in output per worker and 
(4) concluding observations. 

(1) In the first part one is informed that 
for the industries studied, physical output 
increased 189 per cent, population 7§ per 
cent, and output per capita 65 per cent from 
1899 to 1939. A reclassification of these in- 
dustries reveals that the commodity-produc- 


ing industries increased 177 per cent while 
the service-producing industries increased 
274 per cent. Among the industries one notes 
that value added by agriculture decreased 
from 31 per cent of the total value added in 
1899 to 16 per cent in 1939 while manu- 
facturing increased from 49 to 62 per cent. 
Similarly, the steam railroad industry de- 
creased its proportion of value added from 
14 to 9 per cent while the electric light and 
power industry changed from practically 
nothing to § per cent. This divergence in 
movement among major industrial groups is 
even more pronounced among _ industries 
within an industrial group. One also is in- 
formed that the rate of growth during the 
thirties was definitely less than that of pre- 
ceding decades—output per capita was 9 per- 
centage points larger in 1929. Lastly, the 
above percentages are felt to be understated 
because of changes in quality and new in- 
dustries and overstated because of the transi- 
tion of manufacturing from the household to 
the factory. 

(2) Difficulties in concepts and their meas- 
urement are encountered in determining 
trends in employment even as they were 
faced in determining trends in output. As- 
suming “‘that our difficulties are unimportant 
or that they have been solved” one notes 
that employment in the six industries in- 
creased 30 per cent (1899=100) by 1939, a 
decrease of 20 percentage points from 1929, 
while the man-hours of employment de- 
creased about a fifth with the result that 
man-hour input was about the same in 1939 
as in 1899. One also reads that the percentage 
of all persons gainfully employed accounted 
for by the six industries decreased from 67 to 
49 per cent (the agricultural percentage de- 
creased 20 points while the other industries 
remained about the same) during this 40 
year period. The conclusion is that “‘the 
growing labor force must have been ab- 
sorbed by the private service industries and 
government.” Unfortunately, “the position 
of the private service industries in economic 
statistics is anomalous, for our knowledge of 
them is unbelievably small’? even though 
their number accounts for nearly half the 
gainfully employed in 1939. Lastly, one reads 
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that “No definite conclusion can be drawn 
about changes in the average quality of the 
entire labor force,” although the situation 
in individual trades is quite different (e.g. 
the glass blowers trade). 

(3) Output per worker is obtained by di- 
viding the index of production by the index 
of employment and, therefore, possesses all 
the imperfections of each element as well as 
a few in its own right (e.g. “quantity and 
quality of other resources cooperating with 
labor”). Therefore one should be cautious 
in assigning the 122 per cent increase in out- 
put per worker since 1899 solely to the pro- 
ductivity of labor or to use such a coefficient 
as a measure of economic progress. Says the 
author: “Even the present, very imperfect 
measures of changes in output per unit of 
capital give, I think, a more accurate picture 
of changes in efficiency than one could ob- 
tain from data on output per worker alone.” 
Lastly, one observes the percentage changes 
in output per worker vary greatly by indus- 
tries over short intervals (census of manu- 
factures periods since 1899). 

(4) In the concluding observations one 
finds this question: “Where do the National 
Bureau studies of employment and output 
fit in the broad program of economic in- 
vestigations?” The answers: (1) they “pro- 
vide us with much more precise measures of 
this development (output per capita) than 
were hitherto available (2) the persistent de- 
cline in the percentage rate of growth of in- 
dividual industries is another finding of gen- 
eral significance. (3) If we look at the com- 
position of output from the viewpoint of 
consumer wants rather than from the view- 
point of industries, we find further reason to 
distrust intuition. The workman has decided 
to work and earn beyond his basic wants. 
(4) It is a commonplace of economic thinking 
that advanced industrial countries become 
nations of wage earners employed by large 
industrial units. The tendency in this direc- 
tion was indeed long and pronounced, but it 
has not maintained itself in recent decades. 
Should the service industries continue their 
rapid rate of growth, capitalism may yet de- 
velop a nation of shopkeepers.” 

Crausin D. HaDiey 
Stanford University 


ProriTtaABLE Direct Marit Metuops, by 
Robert Stone. (New York: Prentice-Hall, 
Inc., 1947. Pp. 452. $5.75.) 


This book is prepared as a handbook for 
advertisers who send out printed matter to 
those whom they would influence. Its chief 
value is the large number of examples that 
have been culled from many sources. The 
author is Vice President of the National Re- 
search Bureau, Inc., of Chicago, and presum- 
ably received a large number of letters, fold- 
ers and other direct mail pieces for criticism. 
At any rate he has presented scores of direct 
mail pieces, some of which are excellent and 
most are new. The exceptions are the ones 
prepared for use during the war when the dis- 
tribution of goods was restricted. Unfortu- 
nately there are a considerable number of 
these. 

There are fifteen chapters in the book and 
samples of direct mail pieces make up the 
most of all these chapters except the first. 
The selections cover an extremely wide range 
of topics, a large number of which are in the 
nature of sales promotion, such as the chap- 
ters as “Securing Wholesaler and Jobber 
Co-operation”; “Inspiring Company Sales- 
men by Mail”; “Aiding Salesmen by Mail”; 
“Selling and Influencing Physicians by 
Mail” and several others. But apparently the 
author did not know that most men of the 
vocation call this “sales promotion’; no- 
where in the book does he use that phrase 
so far as the reviewer can remember. 

A few of the chapters are devoted to selling 
direct, such as “Selling Merchandise Direct to 
Consumers”; “Selling Industrial Goods by 
Mail” and “Doing Business by Direct Sell- 
ing.” These conflicting and over-lapping 
titles are indicative of the lack of clear cut 
and logical classifications throughout the 
book. An extended index makes up for part 
of this deficiency. 

Mr. Stone has used quotations extensively 
which in this reviewer’s opinion are the most 
valuable part of the book. He has been 
scrupulously careful in giving credit. How- 
ever, he shows little acquaintance with the 
literature on advertising and marketing. His 
quotations are nearly all from magazines and 
other current literature. This is shown in 
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some of his definitions. For example, in his 
chapter “Doing Business by Direct Selling,” 
he eschews the terms “‘agent”’ and “peddler” 
for representatives of such firms as Fuller 
Brush, Real Silk and J. R. Watkins Com- 
pany. “They are Independent Dealers,” he 
says. I wonder what he would call the million 
retailers of the country who operate inde- 
pendently! 

The author, also, is hasty in his generaliza- 
tions as illustrated in his reiterated directions 
to “write as you talk” (pages 11, 32, 276), 
which all the seasoned advertising writers 
know is the way of to write copy. Another 
example is of house organs of automobile 
manufacturers: ““The manufacturer who orig- 
inally sold the purchaser has the best op- 
portunity to influence his decision for a sec- 
ond purchase—if he capitalized on it. The 
external house organ is one of the best medi- 
ums for capitalizing on this opportunity” 
(page 362). Twenty years ago nearly all of 
the large automobile manufacturers had such 
house organs; where are they now? 

The publishers have put a price of $5.75 on 
this book of 452 pages. Yet the paper on 
which it is printed is not much better than 
news print. The price seems too high for 
such a cheap job of printing. 

Hucu E. AcGNew 
New York University 


Co-OperATIVE Democracy, Fifth Edition, 
by James Peter Warbasse (New York: 
Harper & Brothers, 1947. Pp. 324. $3.00.) 


Marketing men are well aware of the 
growth of co-operative business enterprise 
both abroad and in the United States. 
Growth during and since World War II has 
been particularly significant in this country. 
Considerable opposition to co-operatives has 
developed during the past few years. Stu- 
dents of marketing will, therefore, wish to 
re-examine co-operatives as an instrument in 
the distribution of goods and services. 

Dr. Warbasse, in his fifth edition of Co- 
operative Democracy, restates the philosophy 
of co-operation and details the growth and 
achievements of the movement. The scope 
of his treatment is indicated by titles given 
to the five major parts into which the book 


is divided, namely: (I) Principles, methods, 
and accomplishments of co-operation; (II) 
Co-operation and the state; (III) Co-opera- 
tion and profit making business; (IV) Co- 
operation in relation to the various labor 
movements; and (V) The larger possibilities 
of co-operation. 

The author places great emphasis on de- 
veloping business machinery to render serv- 
ice rather than to produce profits. He be- 
lieves the two tend to be incompatible; that 
the profit-making business thrives on scarci- 
ties rather than abundance. Since consumers 
are interested in a maximum of want-satisfy- 
ing goods, the author believes the best way 
to meet that interest is to have consumers 
organize themselves, in a democratic fashion, 
to produce and distribute for and to them- 
selves those goods and services they want 
most. This will focus attention and effort on 
goods and services rather than money mak- 
ing. The author says that “earning money, 
as the motive of industry, is highly hazardous 
to any civilization.” 

There is much in this book which should 
interest the businessman who does not be- 
lieve in co-operative enterprise. Certainly 
those who oppose the tax exemption ac- 
corded some co-operatives on the grounds of 
their being non-profit concerns would do well 
to examine the philosophy underlying the 
organization of co-operatives. 

C. H. SANDAGE 
University of Illinois 


THE FARMER AND Economic Progress, by 
Henry F. White. (Siloam Springs, Arkan- 
sas: The John Brown University Press, 
1946, Pp. 424. Processed. $5.00 cloth. 
$4.00, twilex.) 


The Farmer and Economic Progress is made 
up of two parts. Part I is a reprint of the 
author’s Cooperative Marketing of Farm 
Products in the United States which, with 
some minor changes, was his Master’s thesis 
first published in 1937. The same material 
has also been reprinted under the title 
Marketing Problems and Policies (1946). Part 
II deals primarily with some agricultural 
policy questions and has been published 
separately as Agricultural Problems and 
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Policies (1946). Hence, the title under review 
comprises, in organization and presentation, 
two separate monographs. 

To the readers of this JourNat who are 
specialists in agricultural marketing, The 
Farmer and Economic Progress offers nothing 
that is up-to-date and very little that is 
enlightening. Those readers who are not 
specialists but who are interested in agricul- 
tural marketing would act wisely in not read- 
ing Part I of the volume, unless they desire 
to sample a biased and obsolete discussion of 
cooperative marketing of farm products. The 
major theme of Part I is that the solution to 
very much of the farmer’s difficulties is em- 
bodied in his participation in cooperative 
marketing, a notion much more widely prev- 
alent in the late 1920’s and early 1930’s than 
today. The villain appears as the “‘middle- 
men” who deprive the farmer of his just due. 
Admitting, however, that there might be 
some equitable middlemen, the author’s 
philosophy is concisely summarized in the 
preface by his words, “Although middlemen 
might render special favors to growers 
shortly before and soon after destruction of 
the cooperatives, this will not likely continue; 
and the farmers who allow their marketing 
organizations to go out of existence eventu- 
ally realize that the selfishness of the middle- 
man is a reality; but then it will perhaps be 
too late to rectify matters.” 

The material in Part I includes what the 
author calls a statistical study of marketing 
for the 1920-1930 period. Rather than being 
a statistical study in the real sense, how- 
ever, it presents meager data in paragraph 
form with comments on agricultural mar- 
keting cooperatives in various farm products 
and areas. At best, the “statistical study” is 
only fragmentary, numerical description; 
statistical and economic analysis are almost 
absent. Part I also includes rather detailed 
discussions of the functions and operations 
of marketing cooperatives, but the reviewer 
was not able to discern materials which are 
not discussed elsewhere in a more objective 
and better organized manner. 

Part II of The Farmer and Economic Prog- 
ress is primarily a series of chapters on agri- 
cultural policy related to land and natural 


resources, tariffs, taxes and money, transpor- 
tation and monopoly, farm relief primarily 
since 1916; in addition, there is a chapter on 
leasing of agricultural lands and a conclud- 
ing summary chapter. The author’s philoso- 
phy and position on agricultural policy are 
clearly those of an extreme agricultural 
fundamentalist; and one who apparently 
strongly favors “parity prices” and “parity 
income.” He writes, “‘... an effort has been 
made in this chapter to show that the farmer 
has not received a share of the social income 
in proportion to what he gives society, and 
that the goal in the end is for the deficiency 
to be remedied. This will be made possible 
when the curves representing his selling 
prices harmonize much more accurately 
with those representing the purchase prices 
of what he buys” (p. 399). Or better still, 
“Thus it should be one of the aims and ob- 
jectives of our leaders in the realms of agri- 
cultural economics and rural sociology to 
bring to agriculture a proper proportion of 
the income and wealth of the nation so as 
to hold the best elements of the rural popu- 
lation on the farms and thereby encourage 
the growth of a permanent and ever-enlarg- 
ing rural population as the foundation of our 
national life” (p. 365). 

In his writing on agricultural policy, there 
is little evidence that the author has given 
much weight to the views of some of the 
more analytical students of our agricultural 
policies, such as E. G. Nourse, J. S. Davis, 
M. R. Benedict, T. W. Schultz, or even J. D. 
Black who generally has been more sympa- 
thetic than the others towards farm relief 
programs. In the opinion of the reviewer, the 
author’s discussions of agricultural policy 
lack adequate objectivity and _ balance. 
Rather than critically analyzing the prob- 
lems and alternative approaches to them, he 
relies too heavily on his own prejudices; 
emotion, rather than reason, leads the way. 

Except that the volume is remarkably free 
of typographical errors, the reviewer can 
offer no laudatory comments on the work. 
The exposition is wordy, with too many 
very long paragraphs which make difficult 
reading because of the processed reproduc- 
tion. The author has made available a sylla- 
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bus which includes a detailed outline of the 
volume and questions, some of which are 
provocative. 

A reviewer often seeks for a commendable 
feature of the work he is commenting upon 
for the benefit of potential readers. This re- 
viewer did not succeed in uncovering any 
such feature. To those readers of this jour- 
NAL who might feel that the preceding com- 
ments are too severe, I can only suggest that 
they read the work and judge for themselves. 

SipnEY Hoos 
University of California 


BOOKS RECEIVED 


Guide to American Business Directories, by Marjorie V. 
Davis. (Washington, D.C.: Public Affairs Press, 1948. 
Pp. 242. $3.75.) 


Where, and how to obtain free, inexpensive, and other 
types of lists of business firms, is described in Guide to 
American Business Directories,a comprehensive hand- 
book. This business guide, published through the co- 
operation of the Department of Commerce, covers ap- 
proximately 1,800 business lists in 100 different fields. 
The description of each list includes detailed data on 
the character, frequency of issuance, conditions of avail- 
ability, and other pertinent information. 

If someone were interested in obtaining information 
concerning national food distributors among the various 
listings would be the following: Orrin Thacker Directory 
—Red Book Annual. Orrin Thacker Directory, 240 
North Third Street, Columbus, Ohio, $5.00. Wholesale 
grocers and jobbers in the United States and Canada; 
chain grocery stores with addresses of the buying head- 
quarters and number of stores in each chain, are listed 
according to states, cities, and counties, showing the 
populations of cities and counties. This same informa- 
tion can be obtained for state and local business listings. 

Conveniently organized, indexed, and cross refer- 
enced, the Guide will prove useful for advertising, 
marketing, promotional and other purposes. Its contents 
are arranged in such a manner as to enhance usefulness. 
A detailed index at the back of the book facilitates rapid 
research. 


Establishing and Operating a Grocery Store, by Nelson A. 
Miller, Harvey W. Huegy, and Associates. (Wash- 
ington, D. C.: United States Department of Com- 
merce, 1946. Pp. 375. $.55.) 


This book will prove extremely helpful to those who 
are planning to run a business of their own. In addition, 
the book will be useful to those already in business. 

Many experts have contributed toward making this 
375 page book as complete as possible. Every phase of 
the retailing field is covered and explained in reasonable 
detail. After pointing out the importance of the grocer as 
a retailer and the opportunities in grocery retailing 
establishments, the authors run through all retailing 


functions explaining the most practical method of han- 
dling these functions. 

Thorough treatment is given to such functions as buy- 
ing, receiving, stocking, stock control, advertising, 
financial control, etc. Easy to understand explanations 
are given concerning accounting procedures and the 
keeping of records. Illustrations add significance to 
many explanations, especially those dealing with store 
layout. 

At the conclusion of the book is a check list which is 
designed to prevent mistakes in the planning of the 
enterprise up to the time the store is actually opened. 


Consumer Purchasing Potentials in the United States, by 
Serge Morosoff. (Detroit, Michigan: The Dartnell 
Corporation, 1948. Pp. 52. $10.00.) 


A new method of estimating sales potentials for con- 
sumer goods has been made available with the publica- 
tion of Serge Morosoff’s study, Consumer Purchasing 
Potentials in the United States. 

Morosoff, who developed the new technique in the 
course of his work as a commercial research director, has 
supplied the “missing link’”’ between the federal govern- 
ment’s studies of consumer purchasing and present 
marketing conditions. While the government survey 
supplied basic information for products, Morosoff’s 
guide provides the basic information on people. By 
combining both reports the businessman can evaluate 
the size and importance of each trading area for his 
product. 

The guide is published as a set of loose-leaf work 
sheets for combining federal spending figures and popu- 
lation estimates, for any particular product, accom- 
panied by a large map of the 498 trading areas for ready, 
visual reference. Combining the two sets of data (both 
the federal data and the findings of Morosoff), it is easy 
to project sales potentials. Morosoff gives estimates of 
family incomes at six levels for 498 trading areas under 
present conditions. Thus, the manufacturer simply need 
multiply the number of families in each territory in each 
income group by the multipliers for his particular prod- 
uct as given in the government studies. The result gives 
total potentials for an industry in 498 trading areas. 

In two surveys the government studies the average 
dollar amount of sales of a wide variety of consumer 
goods at two different levels of national income. The 
Morosoff study is based on the theory that the relation 
between income and spending remains fairly constant 
and that individuals will spend, on the average, the 
same amount of money for merchandise no matter what 
general business conditions may be. 

In the appendix of the report there is a list of selected 
products and the multiplier for the product under six 
different income classifications. The total obtained is a 
relative measure and is not an absolute total in that it 
correctly reflects what consumers in a particular area 
actually spend on the product. 

This marketing guide is divided into 498 trading 
areas and covers the entire country. The divisions are 
valuable in that the businessman can add to, or subtract 
from, these areas to make them agree with his actual 
or proposed salesmen’s territories. The boundary lines 
separating one trading area from another are those trad- 
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ing areas which appear on the majority of marketing 
maps. 

Distribution of families into income classes was done 
by formula and a comparison with the figures released 
by the Federal Reserve Board prove the figures listed 
in this guide to be satisfactory. 

Morosoff points out that his report attempts to offer 
each manufacturer an opportunity to evaluate the 
market individually for each of his products. The report 
is a report on families, where they live, and how much 
they can spend. Combined with the studies made by the 
government, the manufacturer will be able to obtain 
market potentials not only for the country as a whole, 
but for individual trading areas as well. 


Retailers Manual of Taxes and Regulations, by Paul C. 
Olsen, Gladys M. Kiernan, Arthur Pite, and Clyde T. 
Nissen. (New York: Institute of Distribution, Inc., 
1948. Pp. 202. $7.50.) 


Tax rates, regulations, and methods of enforcing these 
laws are only a few of the items found in the new edition 
of the Retailers Manual. This tenth edition of the book 
is broader in scope than any published in the past in 
that new sections, notably those concerning municipal 
sales and chain store taxes have been added. 

The Manual is in tabular loose leaf binder form. Quar- 
terly supplements will be issued, making it possible to 
keep the manual up to date. 

Finding the exact law or regulation that applies to a 
specific type of retailing establishment is made simple 
by a well classified arrangement, by states, and an ac- 
cessible index. Methods of collection, due dates, and 
exemptions along with important other miscellaneous 
information, is included making the manual especially 
valuable to retailers. 


The Management of Men, by Ronald B. Shuman. (Nor- 
man, Oklahoma: University of Oklahoma Press, 1948. 
Pp. xiii, 208. $3.00.) 


In analyzing a problem which is as broad as social 
relations, the author epitomizes very adequately the 
responsibility of administrative management to take the 
lead in conditioning society for the difficulties which will 
confront it for the coming years. 

The book is divided into five parts: I. The Nature of 
Man; II. The Nature of Organization; III. The Nature 
of Administration; IV. Public and Private Administra- 
tion; V. Current Problems in Administration. This last 
section is one of the most interesting and is recom- 
mended highly because of the author’s sound and real- 
istic consideration of current affairs. 

All those engaged in the management of men will 
profit by reading this apt analysis of the past, present, 
and future of management. 


Strategy in Selling, by J. C. Aspley. Chicago: The Dart- 
nell Corporation, 1947. $6.00. 

Slash Those Taxes, by Daniel E. Casey and William P. 
Helm. New York: Duell, Sloan and Pearce, 1948. Pp. 
128. $2.00. 

Fashion Fundamentals, by Bernice Chambers. New 
York: Prentice-Hall, Inc., 1947. Pp. 481. $6.35. 

Major Economic Forces Affecting Agriculture, by S. V. 
Ciriacy-Wantrup. Berkeley, California: University of 
California Press, 1947. Pp. 69. 

Techniques of Statistical Analysis, by the Columbia 
University Statistical Group. New York: McGraw- 
Hill Book Company, 1947. Pp. 429. $6.00. 

Dartnell Directory of Mailing List Sources. Chicago: 
Dartnell Corporation, 1948. Pp. 151. $5.00. 

Compensating the Sales Force. Chicago: Dartnell Cor- 
poration, 1948. Pp. 65. $7.50. 

The Business of Farming, by Herrell DeGraff and Ladd 
Haystead. Norman, Oklahoma: University of Okla- 
homa Press, 1947. Pp. 238. $3.00. 

Survey of Current Inflationary and Deflationary Tend- 
encies, by the Department of Economic Affairs of 
the United Nations. Lake Success, New York: United 
Nation Publications, 1947. Pp. 86. 

Economic Policy and Full Employment, by Alvin H. 
Hansen. New York: McGraw-Hill Book Company, 
1947. Pp. 335. $4.00. 

Insights into Labor Issues, edited by Richard A. Lester 
and Joseph Shister. New York: The Macmillan Com- 
pany, 1948. Pp. 355. $4.00. 

Advanced Accounting, by Arnold W. Johnson. New 
York: Rinehart and Company, 1948. Pp. 496. $5.00. 

Design for Business, by J. Gordon Lippincott. Chicago: 
Paul Theobald, 1947. Pp. 216. 

Open Markets, by Vernon A. Mund. New York: Harper 
and Brothers, 1948. Pp. 264. $3.00. 

Studies in Income and Wealth. New York: National Bu- 
reau of Economic Research. Pp. 329. $4.50. 

Production Cost Trends in Selected Industrial Areas, by 
Philip Neff, Lisette C. Baum, and Grace E. Heilman. 
Berkeley, California: University of California Press, 
1948. Pp. 241. $4.00. 

Retail Credit Fundamentals, by Clyde William Phelps. 
New York: McGraw-Hill Book Company, Inc., 
1947. Pp. 309. $5.00. 

Land Economics, by Roland R. Renne. New York: 
Harper and Brothers, 1947. Pp. 725. $5.00. 

Electric Power and Government Policy, by the Research 
Staff and the Power Committee of the Twentieth 
Century Fund. New York: The Twentieth Century 
Fund, 1948. Pp. 816. $5.00. 

Attention and Interest Factors in Advertising, by Harold 
J. Rudolph. New York: Funk and Wagnalls Com- 
pany, 1947. Pp. 119. $7.50. 
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HARVEY W. HUEGY 
Editor 








Applications for the following new mem- 
bers were received too late to be included in 
the 1948 National Roster. 


Robert L. M. Ahern 

Boston Globe, Boston, Mass. 
Edward V. Alderson 

Heppenstall Company, Pittsburgh, Pa. 
Albert E. Aldridge 

A. E. Aldridge Associates, Philadelphia, Pa. 
C. J. Allen 

The Kroger Co., Cincinnati, Ohio 
*Chauncey Newell Allen 

Dartmouth College, Hanover, N. H. 
*Gerould Allyn 

The Resinous Products & Chemical Co., Philadelphia, 

Pa. 

Charles E. Anderson 

Club Aluminum Products Co., Chicago, Ill. 
O. W. Barker 

Indiana University, Bloomington, Ind. 
*Herbert B. Baron 

1826 W. Champlost Avenue, Philadelphia, Pa. 
Samuel G. Barton 

Industrial Surveys Co., Inc., New York, N. Y. 
*Brainerd S. Bates 

Box 46, Penllyn, Pa. 
Robert Bauer 

Underwood Corporation, New York, N. Y. 
Arthur C. Beck, Jr. 

Lindsey & Co., Inc., Richmond, Va. 
*Howard L. Beer 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
*William A. Berridge 

Metropolitan Life Insurance Co., New York, N. Y, 
Harold J. Betty 

Research Offices of Harold J. Betty, Chicago, Ill. 
Edward Bloom 

Sun Oil Company, Philadelphia, Pa. 
Ernest G. Booth 

U. S. Dept. of Commerce, Minneapolis, Minn. 
J. E. Borendame 

Barnes & Reinecke, Inc., Chicago, Ill. 
Willard J. Boston, Jr. 

Haffenreffer & Co., Inc., Boston, Mass. 
Allen E. Braun 

Alfred J. Silberstein, Bert Goldsmith, Inc., New 

York, N. Y. 

H. R. Briggs 

Economic Research Agency, Madison, Wis. 
*James Byers Brooks 

Box 65, Mennonite Apts., Scottdale, Pa. 
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William W. Browne, Jr. 

Esquire, Inc., New York, N. Y. 
Frederick T. Bryan 

40 Merrill Road, Watertown, Mass. 
Victor P. Buell, Jr. 

Real Silk Hosiery Mills, Inc., Indianapolis, Ind. 
*James E. Burns 

606 Munroe Avenue, Racine, Wis. 
Patricia M. Burns 

International Surveys, Inc., Montreal, Quebec, Can- 

ada 

Terry D. Campbell 

Young & Rubicam, Ltd., Montreal, Quebec, Canada 
Clara Capozzoli 

Westvaco Chlorine Products, New York, N. Y. 
*William B. Carrigan 

437 York Avenue, Lansdale, Pa. 
Reginald L. Cary 

Food Topics, Chicago, Ill. 
Israel N. Chaiken 

Schenley Dist. Corp., New York, N. Y. 
H. L. Challenger 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Richard C. Christian 

111 N, University Avenue, Oxford, Ohio 
Frank J. Cogan 

Business Week, New York, N. Y. 
Charles F. Coles 

United Shoe Machinery Corp., Boston, Mass. 
William Howes Collins 

Dravo Corp., Pittsburgh, Pa. 
*Jane Daly 

Earle Ludgin & Co., Chicago, Ill. 
William E. Davis 

Equitable Gas Company, Pittsburgh, Pa. 
Harold L. DeBar 

Harold L. DeBar Org., Los Angeles, Calif. 
F. Guild Devere 

Owens-Corning Fiberglas, Toledo, Ohio 
Carl J. Dinic 

Rheem Manufacturing Co., New York, N. Y. 
Robert S. Douglas 

Weyerhaeuser Sales Co., St. Paul, Minn. 
James N. Doyle 

331 North Avenue, Highland Park, Ill. 
*J. Ross Drever 

American Steel Foundries, Chicago, Ill. 
James R. Duff 

25 Roosevelt Avenue, Montreal, Quebec, Canada 
J. Paul Elrod 

Woman's Day, New York, N. Y. 
*Donald W. English 

1382 N. Fourth Street, Columbus, Ohio 
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*Leo A. Erlon 

1910 Ashland Avenue, St. Paul, Minn. 
*Harold Falkoff 

323 Pine Street, Philadelphia, Pa. 
William R. Farrell 

Ward Wheelock Co., Philadelphia, Pa. 
Horace Albert Fay 

Goodyear Tire & Rubber Co., Akron, Ohio 
Dana Fernald 

Farm Fournal, Inc., Cleveland, Ohio 
Richard A. Fiocchi 

University of Detroit, Detroit, Mich. 
Edward J. Fisher 

Indianapolis Star, Indianapolis, Ind. 
H. Naylor Fitzhugh 

Howard University, Washington, D. C. 
William C, Flaherty 

Chrysler Corporation, Detroit, Mich. 
John E. Flickinger 

Saval Company, Los Angeles, Calif. 
Richard R. Fowler 

Owens-Illinois Glass Co., Chicago, III. 
Lester R. Frankel 

Dun & Bradstreet, Inc., New York, N. Y. 
Carl O. Friend 

Nordberg Mfg. Co., Milwaukee, Wis. 
*Loyd Franklin Galyean 

720 East Firt Place, Mesa, Ariz. 
Francis H. Geisenhoff 

St. Paul Dispatch-Pioneer Press, St. Paul, Minn. 
Richard Glenn Gettell 

Fortune Magazine, New York, N. Y. 
Miss Bettie Gibson 

Pittsburgh Press, Pittsburgh, Pa. 
*Joseph M. Goloff 

329 Concord Road, Yonkers, N. Y. 
Adolph H. Graetz 

Rexall Drug Co., Los Angeles, Calif. 
William G. Graves 

Minnesota Mining & Mfg. Co., St. Paul, Minn. 
Clifford G. Green 

130 Scotia Street, Winnipeg, Canada 
Meyrick E. Green, Jr. 

American Gas & Chemical Corp , Harrison, N. J. 
Allan Greenberg 

Fgert Research Co., New York, N. Y. 
*Edwin Charles Greif 

University of Texas, Austin, Tex. 
Alex Gross 

New York Post, New York, N. Y. 
R. D. Guess 

Building Products Co., Mortreal, Quebec, Canada 
*Hugh A. Gyllenhaal 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Andrew G. Hagstrom 

Hagstrom Company, Inc., New York, N. Y. 
*Ralph L. Harding 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Arthur Harrison, Jr. 

Sales Affiliates, New York, N. Y. 
Elizabeth M. Harsch 

United Light & Railways Service Co., Kansas City, 

Mo. 


Ray C, Hartman 

Cleveland Electric Illuminating Co., Cleveland, Ohio 
John S. Hawley 

The Carborundum Co., Cleveland, Ohio 
Ann Hinton 

Farm Fournal, New York, N. Y. 
*Gail Hoffman 

Mail-vertising, Inc., Philadelphia, Pa. 
*J. A. Howard 

46 Shepard, Cambridge, Mass. 
*Joseph Ernest Husted 

go8 N. Main, Pontiac, Ill. 
Charles E. Huwen 

Behe! & Waldie & Briggs, Inc., Chicago, Ill. 
*Florence B. Irving 

Room 730 International House, Chicago, Ill. 
Gilbert S. Jackson 

5639 Faston Avenue, Dallas, Tex. 
Paul E. Jackson 

Ford Motor Co., Dearborn, Mich. 
Thomas A. Jackson 

University of New Hampshire, Durham, N. H. 
Murray G. Jenkins 

Frank C. Brown & Co., New York, N. Y. 
John C. Jensen 

John C. Jensen, Inc., Chicago, Ill. 
W. Gould Jones 

McKinsey & Company, New York, N. Y. 
Babette Kass 
# 930 Fifth Avenue, New York, N. Y. 
Albert Kazak 

13203 Robson, Detroit, Mich. 
Frederick T. Keeler 

Carborundum Co., Niagara Falls, N. Y. 
Kevin B. Keenan 

Stewart, Dougall & Associates, New York, N. Y. 
Kenneth A. Keith 

1014 Baltimore, Kansas City, Mo. 
Carl M. Kelmer 

2210 Wolcott Avenue, Flint, Mich. 
Joseph A. S. Kenas 

5445 Netherland Avenue, Riverdale, N. Y. 
Langley C. Keyes 

Harold Cabot & Co., Inc., Boston, Mass. 
*Amelia Klepp 

Fairmount Avenue, Morristown, N. J. 
Lillian Kreps 

Indianapolis Chamber of Commerce, Indianapolis, 

Ind. 

Sam Krupnick 

Krupnick & Associates, Inc., St. Louis, Mo. 
*Robert E. Kulp 

Patton Lane, Radnor, Pa. 
*Newman Robert Ladabouche 

University of Pennsylvania, Philadelphia, Pa. 
Herbert H. Lank 

Canadian Industries, Ltd., Montreal, Quebec, Canada 
*Emanuel Last 

2121 Beekman Place, Brooklyn, N. Y. 
Albert A. Leach 

Dun & Bradstreet, Pittsburgh, Pa. 
Victor A. Lervold 

General Petroleum Corp., Seattle, Wash. 
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J. Y. Leveque 

Ben-Hur Products, Inc., Los Angeles, Calif. 
William J. Lippman 

Pavelle Color, Inc., New York, N. Y. 
Newell E. Loomis 

Michigan Consolidated Gas Co., Detroit, Mich. 
Olga K. Losi 

Stewart, Dougall & Associates, New York, N. Y. 
Lewis Louthood 

The Standard, Montreal, Quebec, Canada 
*Stanley Love 

1816 S. Fourth Street, Philadelphia, Pa. 
Robert MacDonald Lovejoy 

Drake University, Des Moines, Iowa 
Richard Dorr Lundy 

28 Fenimore Boulevard, Springfield, Mass. 
Paul J. Luttig 

The Pittsburgh Press, Pittsburgh, Pa. 
Norman A. MacLeod 

2992 Lincoln Avenue, Altadena, Calif. 
*James T. MacMurchy 

The American Weekly, Inc., Chicago, Ill. 
Charles G. Magsdick 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Orville W. Magill 

Sun Oil Company, Philadelphia, Pa. 
James H. Manning 

Notre Dame University, Notre Dame, Ind. 
James M. Marshall 

Trumbull Electric Mfg. Co., Plainville, Conn, 
Ferdinand S. Mayer 

4608 N. Ninth Street, Philadelphia, Pa. 
Charles L. McAdams 

Chamber of Commerce of Pittsburgh, Pittsburgh, Pa. 
John McBride 

Ronalds Advertising Agency, Ltd., Montreal, Quebec, 

Canada 

C. H. McGregor 

University of North Carolina, Chapel Hill, N. C. 
*James F. McRaith 

Columbia University, New York, N. Y. 
Charles S. Melvin 

Foote, Cone & Belding, Los Angeles, Calif. 
*Paul R. Merry 

616 Noyes Street, Evanston, Ill. 
C. H. Michael 

Pure Oil Company, Chicago, III. 
Peter W. Michaels 

Metropolitan Sunday Newspapers, New York, N. Y. 
Donald L. Miller 

1824 Losantiville Avenue, Cincinnati, Ohio 
W. Howard Millington, Jr. 

Spencer Chemical Co., Kansas City, Mo. 
Dayton E. Millman 

Phillips-Jones Corp., New York, N. Y. 
*Hugh Alexander Morrison 

5536 Dorchester Avenue, Chicago, III. 
*Richard G. Morton 

Box 248, Fort Des Moines, lowa 
James C., Nelson, Jr. 

Business Week, New York, N. Y. 
Arthur J. Norton 

Arthur J. Norton—Consulting Chemist, Seattle, 

Wash, 


P. T. Noyes 

Oneida Ltd., Oneida, N. Y. 
Gale R. Ober, Jr. 

76 S. Main Street, Chagrin Falls, Ohio 
O. A. Ohmann 

The Standard Oil Co., Cleveland, Ohio 
T. Sloane Palmer 

Comstock, Duffes & Co., Buffalo, N. Y. 
*Milford Pastrich 

35 Ft. Washington Avenue, New York, N. Y. 
John H. Picou 

Locke Insulator Corp., Baltimore, Md. 
John L. Racine 

Babson Institute, Babson Park, Mass. 
*Arthur Duane Radke 

207 Victory Terrace, Ephrata, Wash. 
John C. Randel 

Standard Oil Co. of N. J., New York, N. Y. 
John J. Rath 

1396 W. Hazelhurst, Ferndale, Mich. 
Edward F. Reinker 

Pure Oil Company, Chicago, Ill. 
*James L. Rich 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Harold M. Ridlon 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
*Hugh L. Riordan 

Marquette University, Milwaukee, Wis. 
*J. George Robinson 

City College of New York, New York, N. Y. 
W. Vance Roeder 

P.O. Box 1, Irvington on Hudson, N. Y. 
Harry M. Sage 

Liberty of Canada, Montreal, Quebec, Canada 
*Robert S. Saunders 

U.S. Rubber Co., New York, N. Y. 
*John A. Schools 

2125 Walnut Street, Philadelphia, Pa. 
*Fred J. Schreiber, Jr. 

U. S. Steel Corp. of Delaware, Pittsburgh, Pa. 
Robert J. Schwarz 

C. T. Gilliam & Associates, Los Angeles, Calif. 
Morton David Schweitzer 

Federated Department Stores, Inc., Cincinnati, Ohio 
Will Scott 

The Sherwin-Williams Co., Cleveland, Ohio 
Sigmund T. Seaman 

Webster-Chicago Corp., Chicago, Ill. 
Eric Shankleman 

Kolster-Brandes, Ltd., Kent, England 
*George V. B. Sirotkin 

7325 W. Lloyd Street, Wauwatosa, Wis. 
Charles Elmer Slater 

Elliott Haynes, Ltd., Montreal, Quebec, Canada 
Russell W. Sloan 

Sharples Chemicals, Inc., Philadelphia, Pa. 
Harold L. Smith 

Cadillac Motor Car Division, Detroit, Mich. 
Joseph F. Spasaro 

George Ziegler Co., Milwaukee, Wis. 
John C. Speirs 

Standard Brands International, New York, N. Y. 
Addison R. Sprague 

Agency of Economic Research, Madison, Wis. 
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*Robert B. Stiles 

125 Tyndale Street, Roslindale, Mass. 
W. D. Stitt 

Buckman Laboratories, Inc., Memphis, Tenn. 
Howard T. Storie 

Hearst Advertising Service, Seattle, Wash. 
*John H, Stradal 

2107 S. Grand Avenue, St. Louis, Mo. 
*Elmer B. Swanson 

A. C. Nielsen & Co., Chicago, Ill. 
*F. L. Thomsen 

U. S. Dept. of Agriculture, Washington, D. C. 
J. Leroy Thompson 

Dow-Hones & Co., 
Walter F. Thompson 

Utica College of Syracuse University, Utica, N. Y. 
Boone D. Tillett 

University of Bridgeport, Bridgeport, Conn. 
Norman George Tyre 

860 Fifth Avenue, Los Angeles, Calif. 
Jack Ogborn Vance 

200 Fenley Avenue, Louisville, Ky. 
J. K. Verden 

Armour & Company, Chicago, IIl. 
*Festus J. Viser 

New York University, New York, N. Y. 
William T. Volkhardt 

627 Manor Road, Staten Island, N. Y. 
Morton S. Waldfogel 

Roddis Plywood & Door Co., Cambridge, Mass. 
Dilworth H. Walker 

Management Planning of Washington, Inc., 

York, N. Y. 

Orin P. Walker 

Bethlehem Pacific Coast Steel Corp. 

Calif. 

Harold R. Ward, Jr. 

Russell-Miller Milling Co., Minneapolis, Minn. 
Harry D. Warnke 

Owens-Corning Fiberglas, Toledo, Ohio 
Robert W. Watts 

Pathfinder, Cleveland, Ohio 
*LeRoy A. Weller 

612 Cambridge Avenue, Menlo Park, Calif. 
*Ruth A, White 

17 West Wilmot Avenue, Havertown, Pa. 
*William N. Wilkerson 

John T. Everett’s Sons Co., Memphis, Tenn. 
*H. E. Williford, Jr. 


1135 Maine, Lawrence, Kan. 


New York, N. Y. 


New 


, San Francisco, 


Don K. Wilson 

Farm Fournal, Inc., Cleveland, Ohio 
Pearl D. Wise 

Western Auto Supply, Kansas City, Mo. 
Richard S, Zahniser 

Consolidated Freightways, Inc., Portland, Ore. 


As of May 1, 1948, the total membership 
of the American Marketing Association was 
3091. Of these 255 are associate and 386 are 
teachers. 


MARKETING MATERIAL AVAILABLE TO 
MEMBERS 


The following is a list of published ma- 
terials which can be secured by writing to 
the office of the Secretary, 436 David Kinley 
Hall, Urbana, Illinois: 


Marketing Research and Industry...... free 
Industrial Marketing Bibliography........... free 
Report of Committees on Teaching of Market- 
Pidcdudisichashsaakacouueneatens ee 
Boston Proceedings, Spring 1946. Pere 
Detroit, Proceedings, Fall 1946.......... ee 
New York Proceedings, Spring 1947 ~~ eo 
Design, Size, and Validation of the Sample. 15 
Selection, Training, and er of Field 


Interviewers. re ee ee en re 25 
Some back issues of the. jou RNAL OF MARKETING 1.00 


It is expected that the Glossary of Market- 
ing Definitions prepared by Professor Ralph 
S. Alexander and his Committee on Market- 
ing Definitions will be ready for distribution 
in the near future. More detailed informa- 
tion will appear in the Association’s Monthly 
Bulletin as soon as it is available. 

Members of the American Marketing 
Association may purchase Membership Cer- 
tificates from National Headquarters. 


With Frame............. 
Without Frame.......... 


In ordering please mention the date of your 
joining. 





